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ANGUS, STONEHOUSE & CO. LTD. i 9524 
TORONTO, ONTARIO 


Ottawa, Ontario, | 
Monday , . . 
November 14, 1960, 


--=- On commencing at 10:00 a.m. 


THE CHAIRMAN: Order, please. This morning 
we have Mr. Edsforth. 

MR, FRAWLEY: Yes, Mr. Chairman. Before the 
proceedings begin today, I would like to call special 
attention to something which has struck me very forcibly, 
and I refer to the death on Saturday last of Mr. 
Clarence Jefferson who for many years was Vice-President 
of Traffic of the Canadian Pacific Railway. 

I knew Jeff for many years, long before the 
famous Revenue cases began, Many years before that, I 
had to do with him in western Canada, and at that time I 
was first introduced to the tenacity of purpose of _the 
Canadian Pacific Railway officials, and my education 
along those lines grew through the many years that I 
knew him after that, and particularly after the Revenue 
cases started in 1946 and through the Royal Commissions, 

All of the Canadian Pacific officials have 
been very good friends of mine outside the Court Room, 
but perhaps in a way Jeff held first place among those 
friends. He was an extraordinarily good friend. If I 
may come to even a more personal note, I remember very 
keenly his extraordinary kindness to my wife when she 
was at the Neurological Hospital in Montreal, and was 


about ready to come home, and Jeff was kind enough to 
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2] bring her home in his private car. 

3 I extend my condoleances to his family, and I 

4 think it is very suitable that we should here pay tribute 
5 to his memory, where he in the days gone by played such 

6] a prominent part in all the proceedings that took place 

7| in this Court Room, 

8 MR, SINCLAIR: Mr. Chairman, on behalf of 

9 Canadian Pacific who had the advantage of Mr. Jefferson's 
10] abilities and his great devotion to duty for so many yearg, 
11 we feel very, very strongly about his passing. It is 

12 rather remarkable, sir, that at the time of his death 

13 the people that he trained were engaged in matters that 
14] were always dear to him -- that is the freight rate 

15 structure of Canada, 

16 Both Mr, Edsforth, Mr. Roberts and Mr. Miller, 
17|| who have been the freight traffic officers of Canadian 

18 Pacific during these proceedings, each and everyone were 
19 trained by Mr. Jefferson. As far as myself is concerned, 
20 many, many days and nights he spent with me trying to get 
21 me to understand some of the things that he had learned 
22 down through the years. In doing it, he always demanded 
23 the best, and he was rather impatient at times when 


24 people did not work just as quickly and as hard as his 


25 | great abilities enabled him to do, but he was very 

26 | understanding about that. And, after many years, he 

27 began to see in Mr. Edsforth and Mr. Roberts some of the 
28 knowledge that he had acquired being made available to 
29 others on the witness stand, 

30 We, in Canadian Pacific, liked to work with 
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2 him, but we always liked to be with him even outside 


3 work, He did a great job for Canadian Pacific, and we 


if 


think for Canada. He certainly did not spare himself 


5 and his untimely death, I think, was in part caused by 


an 


the great efforts he made in doing his work. 


~y 


We understand that the Commission, in view of 
8 the close association of Mr. Jefferson to Mr. Edsforth, 
9 Mr. Roberts, and myself, have kindly consented to allow 
10 us to be absent tomorrow to attend his funeral. We 

11 appreciate that, and we appreciate the understanding 

12 of our friends in recognizing the situation, and we thank 
13 the Commission. 

14 MR, McDONALD: Mr. Chairman, on behalf of the 
15] Canadian National I wish to extend to Mr. Jefferson's 

16 family and to the officers of the Canadian Pacific our 
17 regrets at this time at his untimely passing. I have 

18 heard of Mr. Jefferson for years, but probably I did not 
19 know him personally as well as a number of you here, but 
20 T have known him for the last ten years. His views were 
21 always highly respected in the railway industry, aie 

yb. there will be a great loss at his passing at this time. 
23 THE CHAIRMAN: Gentlemen, I also knew Mr. 

24 Jefferson, and I speak now not only as Chairman of this 


Commission but in a personal way. I had the greatest 


27 antagonism, so to speak, we were always very close friends. 
28 Me, Jefferson, to my mind, made a great 

29 contribution to the life of transportation in. Canada. 

30 He was born, I think, in the U.S.A., but he was one of 
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26 affection for him, and while we met on the terms of 
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those imports that enriched very much the life of this 
country. - 
I think we should stand for a moment in honour 


of his memory. 


--- (Few moments silence) =--= 


THE CHAIRMAN: I can also understand you wish 
to be away tomorrow, Mr. Sinclair, and at the recess we 
will consider whether or not the whole Commission should 
not adjourn tomerrow, for we have other work to do, as 
you can understand, 

MR, SINCLAIR: Thank you, sir. 


Mr. Edsforth, please, 


C.D, EDSFORTH, recalled 


CROSS-EXAMINATION BY MR. MAURO: 


Q. To begin with, Mr. Edsforth, I would 
appreciate it if we could perhaps clarify a matter that 
was introduced into the evidence by the Canadian Pacific 
Railway in conjunction with exhibit 162. Perhaps Mr. 
Roberts could let you have that exhibit. 

Exhibit 162 is entitled "Carload traffic via 
Canadian Pacific Railway, comparison of revenue as a 
result of 17% rate increase taken from waybills reported 
for board's 1% study December, 1958 to November, 1959 
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TORONTO, ONTARIO 
(Mauro ) 
rates", 

A, Yes, I have it here, Mr. Mauro. 

Q. As I understand this exhibit, Mr. Edsforth 
the figures under the first column "revenues at rates in 
effect time of movement" represents approximately 1% of 
the revenue for CPR traffic subject to the 17% increase, 

A, Yes, it was taken from the waybills we 
submitted to the Board of Transport Commissioners in the 
1% study, and I would say it is in the range of 1%, one 
way or the other. 

Q. As I read that exhibit, the revenue from 
this traffic would amount to approximately $189,800, 000, 
so we have simply multiplied the total by 100? 

A, Yes, that would be so, Mr. Mauro. 

Q. I understand that the figures under the 
column headed "revenue at rates in effect November 30, 
1953" represents approximately 1% of the revenue of this 
traffic excluding the actual increases? 

A. Yes, that is revenue from this traffic, 
Mr, Mauro, re-stated at the rates which applied on 
movements of that kind at November 30. 

C. At November 30? 

A, Yess 

O. And I understand, again, from this 
exhibit that this total amounted to approximately 
$172 million dollars, or $1 million 720 multiplied by 
100? 

A, If you multiplied it by 100, but, of 
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TORONTO, ONTARIO (Maur O ) 
1 
y Q. But we are within the same range? 
3 A, Etishe dunce range of 1%. 
4 Qo In the judgment of the Board of Transport 


5 Commissioners dated November 17, 1958, file 48771, 

6 appendix page 4, which is the 19% case --- 

7 A, Yes, I have it here. 

8 Oe. The exhibit, or the appendix page 4 which 
9 I am referring to is entitled "Estimated results of a 
10| general freight rate increase of 19%", and I think at 
11 this time --- 

12 MR. SINCLAIR: Page 30, 

13 MR. MAURO; Q. Yes, page 30 of the Judgment, 
14 ew Sorry. . 

15 A, Yes, I see it, Mr. Mauro, 

16 Q. Perhaps in this contei&t -- we have 


17 prepared a few figures that we will be referring to. 


18 | A, Yes. 

19 Q. This is a document, Mr. Chairman, entitled): 
20 "Comparison of estimated and actual traffic revenue 

1 subject to freight rate increase", 

wy) Now, in that Judgment, page 30 of the Order, 

23 Mr. Edsforth, it was based on a 19% increase, as you are 
24 aware, plus a 25¢ per ton on coal and coke? 

25 | A, Yes, that is right, 

64 Q. Now, under column 3 of that judgment or 


27 Order we find an amount of 50.6 million dollars opposite 
28 competitive rates, which I understand was the Canadian 
29 Pacific Railway estimate of the traffic which would move 


30 at competitive rates subject to the proposed increase? 
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A, Yes, that was our estimate of the traffic 
when we prepared the exhibit in 1953, Mf 

oy AAG the statement: that we have just 
passed around, Mr. Chairman, shows that under the heading 
of " Appendix page 4 Board SoGbReAG CabiaaKed revenue 
subject to tacheaee 2. competitive 50.6", 

Now, the actual figure which I quote from the 
CPR exhibit 162 Peoes that there was 58.9 million dollars 
actually received or realized by the CPR from competitive 
rated traffic, | | 

A, That is based on the figure of 589,000 
which you have multiplied by 100? 

Qe Yes, 

A, TS. 

Q. Now, we want to have everything completely 
on record, The exhibit in the Board's Judgment wee for 
the period January 1 a) ea canes 31. The exhibit which 
Me. Roberts filed as exhibit 162 is for a twelve month 
period, January 1 to December 31. The exhibit which 
Mr. Roberts filed as exhibit 162 is for a twelve month 
period, December 1 to November 30, I think we are 
dealing with periods that are relevantly comparable; 
so that the CPR has realized 8.9 million dollars more 
from competitive rates than they had estimated at the 
time of the application. 

THE CHAIRMAN: 8.3. 

MR, MAURO: Well, yes, 8.3. 

THE WITNESS: Well, of course, Mr. Mauro, 


following the rate increase, and I think as Mr. Roberts 
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ANGUS, STONEHOUSE & CO. LTD. Edsforth, cr.ex. 19531 
TORONTO; ONTARIO. (Mauro ) 


explained in his evidence, the revenue that is shown 
from traffic from competitive rates was baséd on the 
rates that applied on the movements as they actuaily took 
place, and that might well have included some traffic 
which in 1958 was moving at normal rates and had moved 
over into the competitive category. So that would make 
a difference; 

Qe Yes. And, then, we will look at the next 
item in the Board's Judgment regarding agreed charges, 
and we find that the CPR estimated they would receive 
48.4 milliors of dollars from the Anevedce under agreed 
charges? 

A, Yes, that is right, 

a. And exhibit 162 shows that you have 
realized $36 million dollars. Perhaps you could explain 
where the $12 million dollars has gone which you. 
estimated you would receive from agreed charge traffic? 

A. Of course, again, Mr, Mauro, this is 
based on a 1% sample, we shall say, and therefore the 
aggregate figures may or may not be within range, as I 
already said. 

There is a swing -- it could be 1%, or it 
could be less than 1%, or more, as the case may be. 

Q. $12 million dollars worth, Mr. Edsforth? 

A. Well, it is hard to say about that, Mr. 
Mauro. 

Q. I think that your opinion as an expert 
on this is very valuable to this Commission. Do you 


personally feel that exhibit 162 could be out $12 millio 
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ANGUS, STONEHOUSE & CO. LTD. Edsforth, CPECKS 1953 
TORONTO, ONTARIO (Mauro ) 


dollars on $36 million dollars? 

A. Well, I would not think it should be, 
Mr. Mauro, no. I do not think it should va 

Q. The figures would be rather -<-- 

A, It should be in a better range than that, 

Q. Yes, it certainly should be in a better 
range than that. So there is $12 million dollars. We 
can understand the competitive rates could realize $8 
million dollars more than you estimated, because certain 
traffic moving under normal rates might fall now under 
competitive rates, and you could realize more money than 
you had anticipated. Now, your agreed charges, when you 


have a short fall of $12 million dollars, if that is an 


accurate statement, Mr. Edsforth, would one of the 


reasons be a loss of volume? Where could traffic go 
if it was not under agreed charges? 

A, A loss of volume under agreed charges? 
Well, there might be some falling-off in traffic under 
the agreed charges, depending on how business goes, Mr. 
Mauro, There are fluctuations in business, you know, 
and some of the commodities covered by agreed charges 
might move in a little different way than others. It 
is hard to say. 

Q@. But there is $12 million dollars? 

A, There is a difference in your figures 
here, 

a Well, they are your figures; they are not 
mine. 


A. 162 is your figure, blown up from ours, 
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ANGUS, STONEHOUSE & CO. LTD. Edsforth, er.,ex, 19533 
TORONTO, ONTARIO (Mauro ) 


I will say that, 

Qe Well, do you think there is anything 
improper about multiplying a 1% sample ayaa sites within 
a range that you and I can discuss? 

A, Well, I do not know. Of course, it 
depends on the sample itself. But you are taking some 
swings in the movement when you multiply by 100, 
obviously. 

Q. This exhibit was obviously placed before 
this Commission by the CPR, Mr. Edsforth, to give an 
accurate statement of the CPR's experience since the 
increase was put into effect? 

A, Well, of course, Mr. Mauro, that is so, 
but this exhibit did not purport to show a full year's 
business. It said that it was only the 1% sample, that 
bead, 

Q. 7 Oh yes, and it makes it very clear the 
period it covers. But, to the extent it is a twelve 
month period, it should reflect if it is going to have 
any probative value before this Commission the actual 
experience of the GPR to the extent that the 1% can 
reflect it? 


A, Yes, I would agree with that. 
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ANGUS, STONEHOUSE a co.tTo. EKdsforth, cr,ex, 19534 
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Q. Then, under the Board's Judgment again 
coal and coke was to realize $153 million dollars and 
all other freight traffic $132.7 million getiee: and the 
total of those twe figures is $148.2 million dollars, 

A, Yes, $148.2 million dollars. 

Q. In exhibit 162 the remaining items in the 
schedule headed "Traffic or normal rates" totals 
$77 million dollars which is nothing more and nothing 
less than blowing up the $770,000? 

A, Yes: 

oe. And I wonder if you could explain to 
the Commission this shortage of revenue of $71 million 
dollars, 

A. Well, again, I say it all depends on how 
good the sample is in relation to the 1% figure. Now, 
whether it works out that way or not I could not say 
but certainly there is quite a difference there, [I 
agree with that. There may be many explanations for it. 
For one thing, of course, as I noted earlier on, there 
is some traffic that moves from the normal category 
into the competitive, that is one answer. 

Q. Yes. 

A, Other than that I think it is just genera 


swings of finance, 


Q. $71 million dollars in the general swing: 


A, Well, there egertainly is not that much 
of a swing in our total revenue for the year. There 
was a swing, I think in 1959 as compared with 1958 of 


some $12 million dollars. 
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ANGUS, STONEHOUSE &co.tTo. EdGSforth, cr,ex, 19535 
TORONTO, ONTARIO (Mauro ) 


Q. Well, the totals under the Board's pees 
was $247 million dollars as per the statement of Manitob 
as prepared? 

A, Oh, it is in accordance. 

Bs Yes, and according to your exhibit 162 
$172.1 million dollars. Now, in speaking to the increas 
in 1958, your statutory rates amounting to $37.7 million 
dollars and international traffic of $121 million dollar 
make a total of $406 million dollars of freight traffic. 
A, . fhat is right. 

Q. Now, I look at the annual report and the 


reason there was an explanation is because I look at the 


annual report for the Canadian Pacific Railway's 1959 


and I find railway revenue freight $406 million Sete 
In other words, the estimate which the CPR gave to the 
Board of Transport Commissioners of $406 million dollars 
seems to be corroborated by the annual report of the 
company that the Canadian Pacifie Railway did, in fact, 
receive $406 million dollars of freight. But, exhibit 
162 seems to fail to account for $70 million dollars of 
freight revenue -- $75 million dollars to be exact? 

A, yess 

Q. Now, I want to know whether or not you 
think this Commission should accept exhibit 162 as being 
an authentic, valid statement of revenue received even 
though you eee account for $75 million daliarse 

A, Well, I think you have to accept the 
exhibit as showing exactly what it shows, a 1% study 


which showed what happened in that sample traffic. 
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ANGUS, STONEHOUSE & co.LTo. EGSforth, cr.ex. Bs 19536 


TORONTO, ONTARIO (Mauro) 
1 
2 Q. And even though applying it by your 14° 
3 sample as has a short fall of $75 million dollars, you 
Be: say that is an exhibit that is worthy of credibility? 
5 A, Yes, I think so, certainly. It shows 
6 what happened on that 1% sample and baat is all it 
7 purported to sei | | 
8 COMMISSIONER ANSCOMB: May I ask is there any 
9 comparable figure to the or and coke $152 million 
10 | dollars? | 
11 MR, MAURO: No, unfortunately exhibit 162 
12 does not break them down, they are caueknes - that. 
13 They are under normal rates,apparently. 
14 cm Now, also, sete iit to page 18101 of 
15 your testimony which is daily volume 109 --- 
16 A, Yes, I have it. here, 
17 Q. You stated there, you were @ider dares 
18 this matter of interlying rails and you said: 
19 "T do not understand that Manitoba suggests 
20 “that a full line of rates be published between 
Zn all stations specifically point to point on 
22 | such a basis. I would certainly hope not, 
23 because such a publication would be a 
24 tremendous thing to accomplish". 
sa A, Right. | 
26 | Q. I simply want to collaborate your 
27 understanding of it that Manitoba is not suggesting that 
28 a new set of rates be published between all stations oe 
29 a point to point basis. 
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ANGUS, STONEHOUSE a co.tto. EdSforth, cr.,ex, EOS sr 
TORONTO, ONTARIO (Mauro ) 


Qe So any fears you may have as to the 
task of publication ee now removed as between the 
CPR and Manitoba. 

A. I did not think you really intended that 
so I had no fears, 

Q, Would you agree that under the Manitoba 
proposal re-interlying rates a master mileage tariff 
could be prepared against which the various mileage 
scales both class and commodity could be applied? 

A, A master mileage tariff? Could you 
elaborate on that, explain what you mean by a master 
mileage tariff? : 

Q. Well, you would have a single tariff 
from which you could determine the mileage between all 
points in Canada and you would have a scale applicable, 
a class commodity scale which you would eee apply to 
that mileage? 

A. Between all points in Canada dareuvited 
on the basis of what Handilowia suggested? 

Q. Yes == well, we are not being dogmatic 
about this, you may take a grouping system of eWeiee 
poiate ip ab area and set up your mileage scale on 
that\ base\ point? 

\s h. What you say is to have a mileage tariff 
that shows \abtance between every two stations in 
canada ‘located on all lines of railway, That is what 
I unlerstood! you to say. 

Qh There would be one mileage tariff, one 


master. mileage tariff showing the mileage between all 
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ANGUS, STONEHOUSE & CO. LTD. Edsforth, cr.ex, 19538 
TORONTO, ONTARIO (Mauro ) 


wemst 

2 points and there would be a scale of class and commodit 
3 rates which you would simply apply against that 

4 particular mileage. : 

5 A, Well, I would hate to have to 1ift that 
6 tariff because it would be a tremendous thing, just 

7 enormous, I know a number of years ago the Canadian 

8 National attempted to have one put out just within 

9 


eastern Canada and they had it on very thin paper and 


10| it was well over a foot thick or more, it was a 

11 tremendous thing. Now, what you are suggesting here, 
12 I do not think you can get it into one tariff that 

13 would be workable, 

14 Oy is that not just what is in fact being 
15 done in United States? 

16 A, One mileage tariff? 

17 Q. A master mileage tariff? 

18 A, I have never seen it, Mr. Mauro, never 
19 seen such a thing. Now, the railways have their own 

20 individual distance tables and they do work out mileages 
ZA when they are putting in a class rate basis but I do 

22 not know the master mileage tariff, I have not seen it, 
23 Q. Perhaps we can ascertain that and put 

24 the evidence in if our understanding of it is correct. 
25 | At page 18101 towards the bottom of the page you state 
26 | as follows: 

27 "Now, also, I must take strong exception to 
28 the suggestion that the rates be constructed 
29 by using the shortest through-rail mileage, 


30 regardless of whether the traffic moves via 
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that junction or not. In other words, what 

we term in the railways trick mileages. That 

is, the rates would be constructed by some 

Gheoretical route which would not be used, 

or would not necessarily be used, That 

immediately introduces, in my opinion, 

constructive mileages into the freight rate 
structure. And those were disallowed by the 

Board of Transport Commissioners under 

equalization following the finding of the 

first Turgeon Royal Commission. In other 
words, they said constructive mileages must 
not be employed in constructing the equalized 
class rates," 

A, Yes. 

Q. Do you not now construct rates regardless 
of whether the traffic moves via that junction point or 
not? The Ganadian Pacific class rates Edmonton to 
Vancouver based on the Canadian National mileage 
although the traffic moves by much longer route, 
Edmonton to Calgary to Vancouver? 

A, Yes, we use the competing line distagce 
there too, that is a matter of choice with no compulsion |’ 
on us to ee We may do it or may not, 

Q. Is it any less of a trick mileage or 
constructivé mileage whether you choose to do it? 

A, It is not a constructive mileage because | 
the rates are based on the short line distance that 


eould handle the traffic all over this system, 
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Q. Even though you take the long way around, 
Edmonton to Calgary to ea tee you give the Edmonton 
Shipper a short mileage Edmonton to Neemuese but that 
is not a constructive or trick mileage? 

A, No, because the Edmonton shipper already 
has it by using Canadian National direct. 

Q. Do you know of any other of these trick 
mileages or constructive mileages? 

A, Where? 

Qe On the Canadian Pacific. 

A, Well, that is not a trick mileage, 

Q. We do not agree that is a trick mileage 
because you put that in voluntarily but do you know of 
any others that may be termed trick or constructive 
mileages? 

A, Not calculated in the way Manitoba's 
submission would have it, no, 

Q. Are you familiar with Canadian Pacific 
tariff W318-D, CTC tariff W3893 and it is entitled: 

"Canadian Pacific Railway Company. (Lines 

Port Arthur, Ont., and West Thereof). Local 

Freight Tariff governing Absorption of Freight 

Charges, All-Rail or Lake-And-Rail Traffic 

to or From United States Points. On traffic 

moving between stations on Canadian Pacific 

Railway (west of West Fort William, Ont.), 

Northern Alberta Railways and Winnipeg River 

Railway, and Stations in Central Freight 
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United States and which the Canadian Pacific 

Railway receives from or delivers to 

connecting lines at juctions east of Kemora, 

Ont., the Canadian Pacific Railway will absorb 

out of its proportion of the freight charges, 

the amount by which the through charges via 
route of movement, exceed the through charges | 
based on the lowest combination of rates 
available. through any international border 
point west of Kenora, Ont." 

A, Yes, LI:know that tariff. 

Qe I wonder if you could explain to this 
Be eau what is the effect of that tariff on movement 
Poe eastern United States into western Canada? 

A, Yes, what that tariff does is permit 
Canadian Pacific to accept via its long haul junctions 
or long haul routes the rates which would be applicable 
via a junction point which could be a shorter haul. 

All it does is equalize the rates, one routing versus 
another. That is quite a common practice in railways. 

Q. bees that result in the Canadian Pacific 
granting to shippers who can come under this tariff a 
trick or constructive mileage? 

A, Not at all, because the shipper can get 
the benefit of that rate by routing it through another 
junction so the shipper gets no particular benefit from 
that at all. 

2. That does not come under that statement 


of yours at page 18101: 
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TORONTO, ONTARIO (Mauro) 
1 
2 "That is, the rates would be constructed 
3 by some theoretical route which would not be 
4 used, or would not necessarily oh used," 
5 The fact you give them a short run mi! eage 
6 through a point in eastern United States via Canadian 
7 Pacific, that is not a theoretical route? 
8 he They do not get a short run mileage 
9 at all as it affects the level of the rate because of 
10 | the ceeded ioe National, This is a rate that a shipper 
11 would receive, would get by routing it through some 
12 other junction so there is no difference as far as 
13 shipper goes. It is not a theoretical rate, it is 
14 an actual rate through which the traffic can move. 
15 Q. We will talk about responsiveness, You are 
16 suggesting, permitting a mileage which is really 1,000 
17 to be caleulated at S00 because he could obtain an 
18 800 mile haul on another carrier, is that not a 
19 theoretical rate? 
20 A, No, not all the traffie can move that 
21 way. 
22 a And that is not a theoretical mileage? 
23 A, That is the actual mileage that would 
24 apply via that route, 
25 | Q. What about the Canadian Pacific, is that 
P| the actual mileage? 
27 A, Which? 
28 Q@, The 800 instead of the actual mileage 
29 of 1,000? 


3 A, The mileage of 800 which I presume you 
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have checked as being some other junction, that would 
be on Canadian Pacific, of course it would. 

COMMISSIONER BALCH: Your truck mileage would 
be really theoretical mileage. 

THE WITNESS: aE would, sir, under this 
proposal, 

COMMISSIONER BALCH: You have mentioned this 
going from Edmonton to Vancouver : Edmonton, Calgary, 
Vancouver. 

THE WITNESS: Yes. 

COMMISSIONER BALCH: That is not trick mileage 
because it is not your theory, it is an actual fact. 

THE WITNESS: That is right, it is an actual 
fact. Actually, the rate level is based on the mileage 
of Canadian National from Edmonton to Vancouver. 

Q. Not theoretical? 

THE WITNESS: Nothing theoretical about it, 
it is an actual fact and the traffic that moves from 
Edmonton to Calgary to Vancouver, there is nothing 
theoretical about that, that is the way the traffic 
moves, 

MR. MAURO: @Q. Would you clarify the 
difference between that and the constructive mileage 
from the head of the lakes to Winnipeg, the movement 
was some 400 miles and the rate was on a basis of 300 
some odd miles -= 290, 

A, What are we discussing here? 

Qe. What Commissioner Balch has introduced, 


he wants to get clear in his mind the difference between 
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a theoretical or trick mileage and what you are doing 
by establishing a rate of 800 miles instead of the 
actual movement of 1,000? 

A, You are coming back now to the United 
States to western Canada? 

Q.. Wes, 

A, But the rate actually is made up of the 
lowest combination over any junction point and that is 
the rate the shipper pays so there is no trick mileage 
employed in constructing that rate. Just because the 
Canadian Pacific handles it by another route, that does 
not make it trick mileage. 

Q. So you would be willing to apply that 
principle that you have now enunciated that the rates 
will be made to apply over the shortest lines through 
a common junction regardless of the actual way it moves, 
are you Willing to give that factor throughout the 
system? In other words, we will get into some other 
movements in western Canada in a moment but, as I 
understand your philosophy now, there is nothing -- 
as I understood what you said to Commissioner Balch, 
you now set a rate vis-a-vis the rate we are talking 
about for the shortest possible mileage, the shortest 
mileage that the shipper could otherwise receive by 
earrying the --- 

A, Over the junction that produces the 
lowest rates, that does not necessarily mean the lowest 
mileage, 


Q. In order to guarantee to yourself the 
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long haul, 
on: Yess 

Q. And the revenue that would result there- 
from? 

A, That is right. 

Q. Now, at page 18101 you say: 

"Now, also, I must take strong exception to 

the suggestion that the rates be constructed 

by using the shortest through rail mileage, 
regardless of whether the traffic moves via 
that junction or not." 

A, yes, 1 ao; 

Qe In the case of the Edmonton shipper into 
the Vancouver market on the Canadian Pacific you see 
nothing wrong with giving him the Edmonton-Vancouver 
rate whether or not the traffic moves that way so long 
as he does have the alternative of going down to 
Calgary -- your route is Edmonton, Calgary Vancouver, 
the Canadian National is Edmonton Vancouver and you giv 
the short run mileage, 

A, No, we know that he already has it by 
routing Canadian National direct so we are not giving 
him a thing. All we are doing is applying the same 


rate as our competitor. 
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Qe So that you are not adverse to granting 
these rates if there is a competitive situation that 
compels you to grant them? 

A. We are not adverse to meeting competition, 
but we do not have to do it. We have a choice. If 
there is a rate from Edmonton to Vancouver that I do 
not think I can make any money on, I do not apply it. 

Q. So, if a shipper happens to be on both 
railways, you are not adverse to giving him the Shiert 
line mileage? If he happens to be on one railway you 
are adverse in principle to giving him the short line 
mileage? 

A. Shipping from a point on one railway to 
another? 

Q. Tea, 

A, No, we will give the shipper the benefit 
of the short line mileage via the junction which the 
traffic can be moved physically, but your proposal goes 
much further than that, 

Qo “All pignt. 

A. We make interline rates all over western 
Canada, and that is the basis on which we construct 
them, 

Qs What is the basis? 

A. The basis we construct them on is by 
figuring the distance via the junction that produces 
the shortest mileage providing the traffic can be 
handled that way -- physically interchanged. In other 


words, where onerailway can turn the car over to another, 
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1 

Z We do that all the time, but your proposal goes much 

3 further than that, 

4 Q. We will come back to that idee. but 

5 at the moment I want to complete our discussion on 

6 construction of trick mileages, and I would like to 

7 have your comments on the rates that are created or 

8 established -- Montreal to Winnipeg: is this based on 
9 any constructive or trick mileage? 

10 | A, Which rates are you talking about? 

11 QO) Montreal rates based on the Toronto 

12 mileage, 

13 A. You are talking about the class rates, 
14 then? 

15 a. Well, I am talking about the rates from 
16 A and B group. 

17 A, Well, you have to distinguish different 
18 rates. 

19 Q. Why? 

20 A, They are not always made up the same 

aL way, but you are talking of the class rates, and that 
ee is the fact. 

23 Q. is that constructive mileage? 

24 A. It certainly does give certain shippers 
sa | less than their actual distance, and, as I say, I 
26 | do not approve that. That was not my idea before the 
27 Board under the equalization case. I advocated something 
28 quite different. ) 

29 Q. Very good, but I was wondbyving before 

3 this Commission whether the CPR had ngacflany application, 
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or is intending to ee any avpnuenetont that would 
correct that, or, at least, if you do not want to 
correct that situation, give equity to bier uae eee 
Canada shipper. 

A. Y made my submission to the Board on 
the equalization ease on behalf of the CPR. 

Qs And in that situation not only is the 


Montreal mileage from the CPR based on the Toronto- 


Winnipeg mileage, but it is based on the CNR mileage to 


A, If the CNR mileage is svewien: and that 
is no different from the Edmonton-Vaneouver thing. 

Q. Then, the rates to Vancouver from 
Winnipeg, are they based on the Vancouver mileage or 
the New Westminster mileage? 

aL The New Westminster mileage, again Ree e 
cleweviare: Uuorteriicaues points in that group, Aa as a 
matter of fact the New Westminster mileage is shorter, 

Q. Yes, it is shorter? 

A, Yes, , 

Q. That is a little tricky too, is ut not? 

A, I do not think so, That is a proper 
group. | 

Os would’ you be adverse to constructing 
rates to Winnipeg based on the Transcona mileage on the 
CNR mileage Toronto eae a eee 

A, TI do not know whether that sheuldebe 
done or not, I do not know of any reason why it would 


be. I do not know whether traffic moves through 
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ANGUS, STONEHOUSE a co.tto. EdSforth, cr.ex, 19549 


TORONTO, ONTARIO (Mauro) 
1 

Z Transcona before it gets to Winnipeg, does it, from 

3 eastern Canada? 

4 Q. From eastern Canada, 

5 A, It may. 

6 ay But you would not be adverse to it 

7 whether you introduced a principle of establishing rate 
8 to Winnipeg nacee on the QNR from Toronto to Transcona? 
9 A, z nee it would be up to the Board to 
10] decide what group Winnipeg should be in and what mileag 
11 Should be used. | 

12 Q. I am sorry, I do not recall: did the 

13 Board direct you to use New Westminster? 

14 A, I cannot recall Specifically whether 

15 they did or not at this moment. I rather think they 

16 did. Of course, as you understand, Mr. Mauro, the 

17 rates to Winnipeg do apply to many points in the 

18 Winnipeg terminal area, do they not? 

19 Q. Oh yes, I understand they do. 

20 A, So, the mileage is different in some 

21 to others. 

22 Q. I understand from my adviser that if 

23 the Transcona mileage is shorter than Winnipeg they 

24 pay a higher rate than the Winnipeg mileage. 

= A, That may well be, but I would imagine 
m6 there are other points on the Winnipeg terminal where 
27 their mileage may be greater than Winnipeg, so one 

28 offsets the other and that is what I call a proper 

29 | group, and, as you know, I have no objections to 


3 grouping. 
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ANGUS, STONEHOUSE & co.ito, EdSforth, cr.ex, 19550 
TORONTO, ONTARIO (Mauro ) 


Q. No. It would be hard to convince me 
that the New Westminster mileage, sitting where it is 
at the eastern end of that possible group, would form 
an averaging? | 

A, Well, it does pretty well. Actually, 
the Canadian National go through New Westminster to 
get into Vancouver. 

Q. What about the rates Vancouver Island 
to points in Canada: is that constructive? 

A, That was on the basis of a Board's 
decision that we should not count water mileage the 
same as the gard mileage, 

Q. So, you have two for one? 

Pr Two for one, that is right. 

Q. And that is not tricky? 

A, No, I do not consider it trick mileage. 
It is what the Board used in deciding what was a 
proper range to apply for water distance versus rail. 

Ge Those are not rates that move at less 
than actual mileage -~- the rates I have just suggested 
to you from the A and B group from the mileage on CPR? 
Based on CNR mileage, the Vancouver-New Westminster 
group, the main line points to Vancouver Island -- 
those are not rates that are being charged less than 
the actual mileage? 

A. “Some cases they are charged less, and 
some cases not. That is one of the things that comes 
into grouping, 
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ANGUS, STONEHOUSEa&co.tto. EdSforth, ¢er,ex, 19551 


TORONTO, ONTARIO (Mauro ) 
1 
2 from the A and B group east of Toronto is not being 
3 charged less than the actual mileage? 
a A. Phat is right, it.is, and t do not 
5 think it is right, and I have opposed it. 
6 Qs And everytime a rate is constructed to 
7 Vancouver it is being charged less than the actual 
8 mileage because he is paying the New Westminster 
9 mileage? 
10 | A, Not necessarily always. It varies. You 
11 are talking about class rates. That is not all the 
12 rates we have. 
13 Q. Let us confine ourselves: they are 
14 the bible == they are the ultimate in class rates, 
15 Everytime the rate is constructed for class rates to 
16 Vancouver it is a rate which reflects less than the 
17 actual mileage because it is based on the New Westminster 
18 mileage? 

“19 | A, It is based on less than the actual 
20 Vancouver down-town mileage but, of course, that 
D1 applies to several points in the Vancouver area 
22 including New Westminster, 
23 Qe Every time a rate is constructed to 
24 Vancouver Island, it is something other than the 
25 actual mileage? 
26 | A, That is because the Board has ruled 
27 it must be, and is a water haul and not a rail movement 
28 Qe Well, we are now trying to establish 
29 some principles to guide this Commission, and you have 


3 told us at page 18102: 
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ANGUS, STONEHOUSE & CO. LTD. Edsforth, cr.,ex, 19552 
TORONTO, ONTARIO (Mauro ) 


"So, there really is not a constructive 
mileage in the sense that all of the traffic 
moving at rates for less than the actual 
mileage," 

I suggest to you there is plenty of traffic 
moving over CPR lines in Canada at rates ene erie re 
less than actual mileage? 

A, Well, of course, that is quite true, 
when you are moving between competitive points where 
the competing line has a shorter distance, It is also 
true when you have group rates, and I have already said 
that, And as to the A and B group, that is something 
that was put in by the Board which I do not agree with, 

COMMISSIONER ANSCOMB: Could I ask this, Mr, 
Mauro, and I am struggling desperately to follow you 
two experts. Do I understand these rates less than the 
mileage are brought about simply because of competition 
between two railways? 

MR, MAURO: No. That is the interesting 
part, Commissioner Anscomb, of this operation. As Mr, 
Edsforth has mentioned, some are brought about by order 
of the Board, 

COMMISSIONER ANSCOMB: Well, let us leave the 
Board out of it. If we could throw this word "trick" 
out, am I right in saying that simply because ~- and 
take Edmonton, Calgary and Vancouver, which obviously 
is longer one way than the other -- is that brought 
about simply because the CNR have a shorter route and 
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ANGUS, STONEHOUSE & CoO. LTD. Edsf OL th Cr. ey * 55 
3 
TORONTO, ONTARIO (M 5 ) 


MR, MAURO: They take their routing. We will 
utilize that in conjunction with our submission as to 
what we are suggesting may be an sqtirebie application 
of this competitive situation, 

THE CHAIRMAN: And there is competition 
between cities in the east, 

MR, MAURO: There is competition between 
cities anywhere in Canada, Mr. Chairman, 

THE CHAIRMAN: To get into the groups. 

MR, MAURO: Well, we will have something to 
say about grouping, Mr. Chairman. We are suggesting 
as far as one of the major things you are looking at is 
equity, that something should be considered on this 
matter vis-a-vis eastern Canada and western Canada, 

THE WITNESS: I come back again to these 
group mileages: If a group is properly constructed 
and the rates are properly based, certainly some 
shippers will pay more than their mileage and some less 
but it is on a grouping principle, and I think Manitoba 
advocates that as much as we do. 

MR, MAURO: Q,. There is no grouping in the 
A and B group? 

A, As I said before, I do not think it is 
properly constructed, but it is not my fault. 

Q. Bus it is there? 

A. It may be there, and still it does not 
destroy my principle. 

Q. I certainly am not trying to destroy 
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any of your principles, I am trying to develop what 
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ANGUS, STONEHOUSE aco.tto. EHdSforth, er.ex, 19554 
TORONTO, ONTARIO (Mauro )} 


exists in Canada rather than theoretical suggestions 
that ae is a great evil, and yet we find tremendous 
amounts of traffic moving under so-called trick or 
constructive mileages. Is there, in fact, a difference 
between eastern Canada and western Canada in the matter 
of these interline rates? Are the east-bound shippers 
treated differently from the west-bound shippers? 

A, I do not think any differently in that 
wherever there is traffic to be moved we will put in 
interline rates, and that is whether it is east or 
west. If there is to be a movement, we will put in 
interline rates, 

Qe There was some difference of opinion as 
to the historical background concerning CFA 3. The 
province of Manitoba, as you will recall, stated that 
the railways attempted in 1955, when the class rate 
equalization order was issued, to remove many of the 
joint through rates in eastern Canada that you had 
inherited from earlier days, and that the shipper 
reaction was instrumental in pursuading the railways 
to retain the joint class rates but revised to the 
new equalized basis, and you told my learned friend, 
counsel for the GPR -= and I am reading from page 18108, 
right at the foot of the page: 

"Actually, my record indicates this, that 

when the Board issued their order 80410 of 

December 12, 1952, which was their 

preliminary order in the equalization case, 


in which they prescribed a scale of class 
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ANGUS, STONEHOUSE a co.tto. EdSforth, cr.ex. 19555 


TORONTO, ONTARIO (Maur r ) 

1 

2 rates, they required the railways to publish 
3 through class rates on the new scale jointly 
4, between two or more railways, ete: extent 
5 Chat the then existing single line basis of 
6 rates applied jointly over two or more 

‘j railways. 

8 Now, the equalized rates did not go 

9 into effect in 1952. . There were a lot of 
10 | hearings all across the country, and many 
11 scales submitted to the Board, but finally 
12 the Board's scale was approved and the 

13 equalized rate came into effect on March 1, 
14 1955." 

15 A. Yes, 

16 GQ. You go on to state that, really, CFA3 
17 was not a new tariff; they were not new rates, but 

18 they were simply a republication of rates that had 

19 previously appeared in railway tariffs and they were 
20 now put into a Canadian Freight Association issue, 

21 A. Yes, they were originally published 

22 in the individual vailway's class tariff, and then 

23 for convenience they were put into the Canadian 

24 Freight issue later on. 

25 SE There is no Similar tariff for western 
26 | Canada? 
27 A, No, I do not know, Mr. Mauro, of it, 
28 but we do have some inter-line class rates in the 

29 west in our tariff W108. 

30 Qo. But there is no general tariff covering 
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= TORONTO, ONTARIO (Mauro ) 
1 

y joint through rates? 

3 A. Joint through class rates, you mean? 

4 Q. Comparable to CFA 3? 

5 A, No, there is not one like that, 

6 Q: I wanted to perhaps clarify this matter. 
7 of whether some of the background of CGFA 3 == you 

8 stated it was not a new tariff but a republication of 
9 rates previously in rail tariffs. I notice that the 


10 Board Order which you suggest allowed the CFA 3 was 


11 effective on March the lst, 1955? 

12 Be Yes, the Board ordered the rates to be 
13 put into effect on that date. 

14 Q. GFA 3, as I read it, 18 1957? 

15 A, Yes, that is right. 

16 Qs It is two years later? 

17 A. It was two years later. 

18 Q¢ Before the tariff was filed? 

19 A Yes, but the rates actually had been 

20 published on March the ist, 1955, and then they were 

21 later transferred to this CFA 3. That was all. 

22 Qy You are familiar with tariff circular 

23 l-A which is the regulations governing the construction, 
24 filing and posting of freight tariffs by railway 

25 companies? 

26 A, Yes, that is the Board re-issue. I 

27 would not say I am altogether familiar with it, but I 
28 know about it. 

29 Q. On page 19, rule 20, called "Cancellatio 


3 of tariffs", subsection 4, "Transfer from one tariff to 
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another", I find this: 
"When tariff matter is transferred from 
one tariff to another, the transfer shall be 
accomplished by specific cancellation, to be 
made by amendment 2, or re-issue of, the 
tariff in which it is in foree. Sueh 
supplements shall contain reference by 
cTc (F) number to the tariff in which matter 
will thereafter be found, The tariff 
containing the matters so transferred shall 
show a corresponding reference to the tariff 
in which it was formally published, Such 
references need only be shown on the initial 
transfer of tariff matter." 
&, Was, 
Q. This may not be the initial one, and 
it may be shown there, but I have here Canadian Freight 
Association, CTO No. 1573, Preight’ Pariff No. 3, 
Competitive and Joint Freight Tariff, with the heading, 
"New rates", applying between stations in eastern 
Canada on railways as indicated on page 4 -- Boundary, 
Diamond, Levis and West and North thereof, issued 
February 27th, 1957, effective March the fourth, 1957? 
A, Yes. 
Q. Is there any reference on what I am 
handing to you as to that it is a republication or a 
transfer of tariffs? 
A, Well, I have only got the title page 


and I cannot say. You would have to look inside to 
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TORONTO, ONTARIO (Mauro } 
1 

2 see whether there was or not. Sometimes, of seenae 

3 the Board will give you permission to depart from 

4 their tariff rules, There may have been ote -- I do 

3 not know, | 

6 Q. You do not know whether they gave you 

7 any permission? 

8 Ag, Ti eould not say, no. 

9 Se But if it was a transfer from other 

10 | tariffs instead of being new rates, then that does 

11 appear on the top =-- "New Rates"? 

12 A, That is right. 

13 o., That might mean something -= it might 

14 tend to confuse somebody? 

15 A, Yes; I think I said that in my evidence. 
16 Q. Because this was asked of you by Mr. 

17 Sie) ates at page 18110: 

18 "And did this confuse people? 

19 "A, Well, it may have done. I do not know." 
20 I thought on this matter of confusion in the 
21 background of GFA 3 I would refer you also to a cirecula 
a2 put out by the Canadian Industrial Traffic League, and 
23 one of February the 8th, 1957, issue No. 3506: 

24 "The Ganadian Freight Association is now 

25 | preparing a new class rate tariff to be 

26 | known as CFA Tariff No. 3, which will be 

27 printed within three or four weeks. The 

28 new tariff will be applicable between various 
29 stations in the territory west of Boundary, 


3 Diamond and Levis, Quebec, and east of Windso 
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2 Sarnia, Sault Ste Marie, Port Arthur and 

3 Armstrong, Ontario, 

4 Class rates now published ie CPR tariff 
5 EB2210-A, CTC No. E5232 to the Wabash railway 
6 Will be cancelled by inclusion of said rates 
7 in the new tariff. No other rates now 

8 published by the railways in class tariffs 

9 that became effective March 1, 1955, will be 
10], transferred to the tariff at this time," 

11 A, Transferred to this tariff? 

12 Qs "No other rates now published by the 

13 railways in class tariffs that became effective March 
14 1, 1955, will be transferred to the tariff at this 

15 time," 

16 7 It is a matter of confusion, as I say. 

17 CITL issue No, 3526, dated March the 22nd, 1957: 

18 "Rate basis used in construction CFA 3 

19 definitely established. The Chairman was 

20 asked during the 4list annual general meeting 
au to develop information concerning the rate 
22 basis issued in the construction of a new 

23 Gariff to be published by the CPA. 

24 The Chairman has been informed that 

25 | CFA 3, competitive and joint freight tariff 
26 | of class rates applying between stations 
27 in eastern Canada, has been based on the 

28 Single line equalized class rates scale 

29 used on joint line hauls." 


3 A, Yes, that is in accordance with the 
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, Board's directive, as I pointed out, in Order 80410. 


3 Q@. I just have one more quote from this, 


1 


4, eee Booey Ape we, (LOOT s 


5 "Railway rates and tariffs: The Chairman 

6 reported that the publication of CFA tariff 

7 No, 3 has brought about some unusual 

8 situations, notably that in some instances 

9 elass rates between two non-competitive points 
10 | were lower than the class rates between a 

11 competitive point adjacent to one of the non- 
12 competitive points and the other non-competitive 
13 points, The Chairman was instructed by the 

14 meeting to write the Canadian Freight 

15 Association pointing out these irregularities, | 
16 Were there irregularities? 

17 A, I do not know of them, 

18 Q, You would not think so if it was just a 
19 republication? 

20 A, No, To the best of my knowledge, that 

21 is what is was, Mr. Mauro. 

ewe j\| short recess. 

23 

24 

25 | 

26 | } 

27 

28 
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THE CHAIRMAN: Order, please. 


MR, MAURO: Q. Mr. Edsforth, regarding this 
matter of official interchanges between eastern and 
western Canada -= or, within eastern Canada and within 
western Canada -=- I wonder if you could tell the Board 
how many official interchanges there are in western 
Canada? 

A. I think forty-two is the number you put 
on the record, and I have no quarrel with that. 

Q. Could you tell us how many official inter- 
changes there are in eastern Canada? 

A. I could not, offhand; but I can very 
easily develop that information, 

Q. I will give you a figure, and you can 
check it. One hundred and ten in eastern Canada, 
between Canadian Pacific and the Canadian National 
Railways and I understand there are in Montreal alone 
six official interchanges, and in Toronto alone five 
official interchanges. A total of 110? 

A. I will accept your figures subject to 
check, Mr. Mauro, 

ae I was wondering whether these official 
interchanges in eastern Canada have affected the 
revenues of the Canadian Pacific Railway? 

A. In what way, Mr. Mauro? 

Q. I do not know, except that at page 18112, 
Mr. Edsforth, in discussing this matter with counsel:. 

ro; And would, in your view, such a principle 


of constructive junction points at all 
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TORONTO, ONTARIO 


(Mauro } 
1 
2 
common points served by all railways in 
3 . 
Canada have any effect on railway revenues? 
4 : 
a gs It certainly would, and it would substantially 
5 
reduce, it would be bound to, it could have 
6 
no other effect." 
7 
A. Yes. 
8 
Qo And I was just wondering, since you have 
9 
had 110 official interchanges in eastern Canada compared 
10 
to 42 in the whole of western Canada, whether your . 
11 
experience in eastern Canada has been that these official 
12 
interchanges do affect your revenues? 
13 
A. Well, all I was saying, and I do not think 
14 
we are talking about the same thing, with all respect -- 
id 
what I was saying here is that if you tried to figure 
16 
through rates based on mileage via & junction, where 
17 
the traffic could not be interchanged, then obviously 
i it would be bound to affect your revenues. 
19 
Q. Then, with respect to you, Mr. Edsforth, 
20 
what you were discussing, as I recall, here was this 
21 
matter of official interchanges at common junction points, 
22 
and the suggestion of the province of Manitoba, as I 
23 
recall it -= and we can look it up -= One of the recom- 
24 ; 
mendations of the province of Manitoba under inequities 
2a 
was to the effect that this Commission should recommend 
26 | 
that in western Canada more official interchanges be 
ad 
created, not at every junction point, but more official 
28 
interchanges, — 
29 
A. I did understand this, that it was not 
30 


recommended that at all the points where two lines of 
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ANGUS, STONEHOUSE & CO. LTD. Edsforth, er-ex 19563 
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rallway came together that there should be an inter- 


3 change. You did not suggest that. But you did 


4 suggest that whether there was an ata nonates or not, 

to the mileages ought to be constructed that eh What 

6 I was saying was that if you constructed rates for 

7 mileages over which the traffic could not possibly 

8 move because of no physical interchange, obviously 

9 oe a nee to increase the revenue. 

10 Q. So that we will have it clarified for 

i1 this chee you are not objecting to any recom- 

12 mendation or submission of the province of Manitoba 

13 that there should be a greater number of official inter- 
14 changes in western Canada? 

15 A. As to the number of official interchanges 
16 in Canada, that is something that is between the 

17 shippers and the railways. if there is traffic 

18/ . volume that warrants interchange, then the shippers 

19 or the communities, or whatever it is, can come to 

20 the railways. If they do not agree, then they can 

21 go to the Board. I do not say you should say there 

22 should be X number of interchanges, I do not think 

23 that would make any sense. 

24 Q. Could you tell the Commission how many 
25 | official interchanges were put into western Canada in 
26 | the last ten years -- say, since the Turgeon Royal 
27 Puien take 
28 A. I could not tell you offhand, Mr. Mauro, 
29 but I could find that out. 


30 Q@. Do you think it would be over six in the 


& “ 


oxttad pe es bhuoe vi 


| ee ae eee 
oy tne pee a aneaie fon bas ms 


i | ay mas a 
|) FOR we esdadianans is saw oes ‘ates tae 
| ' : . | —_ 8 a4 
| bevouinzaney a6 OM +H Avo apyeotio fe 
{ ' nt 7 Le 7 
Soir pr bout rt 1o0 boy ay: Jas ? sem guty we naw : = 


ur 


me: ae {plier | a) r . a | -_ - 
| r My JOR OLUOS OF Timed eag wD Sri Tey¥O aeanotton 

: - 4 ant 

s | | ‘ yim ¢ yet ey es ON o> we ry ae & of on P * f ~ 8 Pi . 

; } , ai » ‘ 4 = tay * rd Ae wa me re y ; Z i Q ft : lo fe i} Bs) be Ssvon * ar 

Ap Ne 5 - a | 
gs Ae Woy .wTeyeYy oad sehoairs + entoen 7 

| ; | | | ‘ ms , aS SP Ge ac s 6 i o2 he 


we at" ow (fe ay . &F e P 
i, CIBATIO Lu 7 Ligd 208 Dives J A 


Mé 


fds < 7 4 + ony ? , ; y, =F : 
asi Vol “000 eds Dat? bive 
> Ay : | ae 


ae te 


oy 
fa? vex 
° » TF rat 7 : — +5 


fees 
th, diy, os 
“274 


paddies ite eka aide Edsforth, cr-ex 19564 
(Maure ) 


last ten years? 

A. I would not be prepared to hazard a guess. 
They were put in if they were needed, in the judgment, 
first of all, of the railways who naturally have to put 
them in and then, again, in the judgment of the Board if 
the railways and shipper cannot agree, 

Qe We can agree on one other thing, so that 
once we get this information we can discuss it in argue 
ment -- as far as your revenue position is concerned, 
you have found no adverse effect to the 110 official 
interchanges in eastern Canada; your revenues have not, 
to your knowledge, been affected by this large number 
of interchanges ari eae wh Canada? 

A. I do not quite see how they would be 
adversely affected. Those interchanges are there. 
They are used sometimes for putting in through rates, 
and sometimes not. But whether they would adversely 
affect the revenues or not -- that is another question 
altogether, 

Q. At pages 18115 and 18116 , Mr. Edsforth, 
you were discussing this matter of the constructive 
rates over a common junction point, or the shortest 
mileage to a point. You brought out the example, the 
illustration of Vancouver to Heatburg? 

A. yes, 

oc And the mileage -- reading at page 18115: 

ja Ne Well, the mileage from Vancouver to Heatburg 
is 874.4 miles but the basis on which the 


class rate is made is 863 because that is a 
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TORONTO, ONTARIO 


(Mauro ) 


group mileage using New Westminster 
but under their proposal the rate would be 


constructed === 


"Mr, Sinclair: Q. Under the Manitoba proposai? 


"Mr, Edsforth:; A. Yes, would be based, the 


answer to 


mileage would be based on the Canadian 
Pacific distance from Vancouver to Calgary 
of 641.5 miles to which would be added the 
Canadian National distance of Calgary to 
Heatburg of 119.3 miles which would produce 
a total mileage of 760.8 . It would be 

on that basis, according to the Manitoba 
proposal that the class rate or whatever 
rate it was would be constructed?" 

A. Yes, 

Q ‘And then at the foot of the page, in 

a question; 

"Mr, Edsforth: Well, I might say very 
sincerely that I am very much opposed to 
such a method of constructing rates be- 
cause either one of two results would follow, 

either line serving the local point would 

be deprived of this long haul, in other words, 
it would be short hauled, or that line would 

have to haul traffic for a considerable 
additional ice enee in this case over 100 

miles for a lower rate, In other words, 

it would substantially reduce their revenue." 


A. Yes, 
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a Q.Now, the Canadian National bases its rate 
3 from Vancouver to Calgary on the route used by the 

‘ Canadian Pacific Railway? ) 

> A. That is so. 

6 Qo The C.P. Vancouver-Calgary mileage is 


7 642 miles? 


8 A. Yes, 642, 

9 9. And the Canadian National mileage is 
10] 9949 

11 A, I have not got that here, but I think 


12 that is right. 

13 Q. You will agree that by so doing the 

14 C.N.R. does not short haul itself; in fact, by giving 
15 the C.P. mileage the C.N. gets the traffic? 

16 A. It does not short haul itself; obviously, 
17 it gets the traffic. That is the only way it could 
18 getiit.. 

19 Q. I am just trying to deal with the two 

20 matters -- whether (1) it is short hauled; and (2) 

21 it reduces their revenue, So, the C.N.R. in setting 
22 its rates to Calgary on the basis of 642 Canadian 

23 Pacific miles versus the actual 994 does not short haul 


24 itself? 


25 A. Yes, that is right, it does not. 

26 Q. You will also agree that by so doing 
27 it does not affect its revenue. On the contrary, it 
28 guarantees to itself the revenue? 

29 A. It gets whatever revenue is available 


30|| from handling that traffic. 
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Q If it did not give that mileage, it 
would not gt any at all? 

Ba l’agree, yes. 

Q. The ¢C.N.R. takes this traffic from 
Vancouver to Edmonton and Edmonton to Calgary while 
giving the shorter 350-mile run, in order that it will 
not short haul itself and in order that it receives 
or maximizes its revenue? 

A, That is right. 

Q. If the rate from Vancouver to Heatburg 
were based on the short line mileage via Calgary, there 
is still no reason why the C.N.R. should short haul 
itself since Heatburg is intermediate to Calgary on 
the Canadian National? 

A. That is rigkt. It does not. have to 
short haul itself, but it does under your proposal have 
to apply a lower rate that is attributable to the 
mileage that moves the traffic. | 

Q. The shipper in Heatburg does not require 
any more railway service, Mr. EdSforth, than that 
represented by the mileage from Vancouver to Calgary, 
plus the mileage from Calgary to Heatburg. That is 
all the transportation service he requires, He could 
get his commodities by the Canadian National Railways, 
taking it the way it is now, taking the material to 
Calgary via Edmonton; the present method of the 
Canadian National is via Edmonton and from Edmonton to 
Calgary. The Heatburg shipper never requires any 


additional transportation service? 
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A. Additional transportation service? From 


whom, may I ask? 

Qo From -- take the Canadian bees 
since he is intermediate, to Calgary on Canadian 
National? 

A. What you say is he does not require any 
more transportation service to Heatburg than the fellow 
going to Calgary? 

Q Yes. 

A. That is so. Trat, of course, is so. 
Quite right. | 

Q. If the Canadian National Reliweve elects 
to carry traffic from Vancouver to Heatburg via Edmonton 
for 874 miles instead of sharing it with the Canadian 
Pacific Railway on the 76l=-mile haul via Calgary -- 
which is the C.P.R. mileage we have worked out -- 

A. That is right. | 

Q. -~- this is a matter of railway choice. 
It does not in any way affect the right of the shipper 
to pay for the actual transportation service required? 

A. Well, it is a matterof railway choice, 
Mr. Mauro, whether they short haul themselves by letting 
the C.P.R. mandle it all the way to Calgary and tuekeay. 
reduce their revenue substantially, or charge a 
lower mileage under your proposal, and also reduce 
their revenue. 

Q. They are doing it now, Mr. Edsforth, 


in all their rates to Calgary because they are not 


short hauling themselves; they are taking it via 
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Edmonton? 

A. Exactly, and that is where they have a 
choice, They are mot compelled to do that, but your 
proposal would compel them, 

Q. That is exactly my point, Mr. Edsforth, 
They are not compelled to do it, but if they so choose, 
The railway should absorb any of these additional 
factors, not the shipper. It is the railway's choice 
and convenience to ship it via Edmonton and not short 
haul themselves? 

A, Well, Mr. Mauro, I do not think that is 
so at all, because, as I say, they do not have to apply 
Canadian Pacific mileage to Calgary if they do not want 
to, and thereby the shipper is in no way affected, be- 
cause he gets it anyway. That rate-making distance is 
the short line distance. 

Qo we started off this discussion and there 
was no difference of opinion between you and me, that now 
in actual fact the CNR quotes above to Calgary -- 
the C.P.R. mileage is 350 miles less? 

A. That is right. 

Qo So, here is a shipper -Sitting inter- 
mediate, Calgary-Edmonton, and exactly on the way the 
C,N.R,. PUns. Why should he not get the benefit of the 
short line mileage? 

A. Because, Mr. Mauro, way should he? 

There is no competitive necessity whatsoever. I think 
it is a generally accepted proposition that every line 


is entitled to its longest possible haul. 
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Q. Now, I thought we covered this, that 
the Canadian National Railway is in no way short 
hauling itself by giving the Calgary neioues 350 miles 
Wid! Ooo Riot 

A. They are not short hauling themselves, 
of course they are not, But on the other hand to do 
what you suggest, they would either have to short haul 
themselves into Heatburg or they would have to apply 
a rate that is lower than the mileage which they are 
handling. 

Qo According to your logic, Mr. Edsforth, 
if they take it to Calgary on a mileage scale of 
640 miles, as opposed to 994, they do not short haul 
themselves. But, if they take it to Heatburg and charg 
Din a billeateuabe elise iho Gules. ac. opncsed ba est. 
they would short haul themselves? 

co tun a udtade (ae Vuk ewe posite at wl li 

Q. : Isn't that the mileage to Heatburg? 

A. That is; but they are not short 
hauling themselves if they haul it all the way through. 
Of course, they are not. But what they are doing is- 
charging a lesser rate than is applicable to the 
mileage over wkich the traffic moves, and that is what 
I say is wrong. 

Qo Whaat are they doing with their present 
scheme into Calgary? 

As Tmey are not charging any lower rate 
than is applicable. 


Qo Way should the Heatburg person pay for 
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1 
2 more than the mileage that is necessary to move his 
2 commodity? i 
4 A. The rate making distance is not made 
2 that way at all, and should not: be, And, furthermore, 
6 as I seated out Helse orion that basis the man from 
q Vancouver to Heatburg would be Bolas a lower 
8 rate than some other shipper in another part of the 
9 country who had not had that opportunity. 
10 -Q. I thought we would discuss that right 
11| now, as a matter of fact, Mr. Edsfortk, This is the 
12 Pirie Falls shipper? 
13 A, That is right. 
if Q o And you have referred to this situation, 
15 and you suggest the result would be inequitable in the 
£6 viewpoint of the Pine Falls shipper who does not have 
17 this opportunity; who is only on one railway? 
18 A, That is right. 
_ Q. I suggest to you that the Manitoba pro- 
20 posal, rather than creating an inequity on the Pine 
at Falls shipper, would remove a present inequity against 
ae the Heatburg receiver. In other words, what I am 
as suggesting is that the Heatburg receiver requires only 
24 760 miles of rail service. He is presently being 
7 charged with 874 miles of rail, or 114 unnecessary 
26 | miles. In the case of the Pine Falls shipper, he 
a7 pays only for the minimum number of miles required 
28 to move his commodity from Edmonton, The situation is 
a9 in no way, with respect, comparable? 
30 


A. I do not agree with that at all because 
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the actual movement of the traffic Vancouver to 
Heatburg and from Pine Falls to Edmonton over the 
lines of the Canadian National jis approximately the 
same , And so the rates shmould be the same. Now, 
the mere fact that it could be worked out some 
route via Calgary to give Heatburg a lower basis 
does not in my mind make it <--- 

Q. I maintain you do not have uh work out 


any route. The present routing is in existence and 


is being utilized, and I suggest you are denying nothing 


in giving -- in adding on this additimal mileage that 
is the result of the need of the shipper in Heatburg, 
or are you denying anything to the Pine Falls shipper, 
beause he is being charged exactly his minimum mileage 
te Edmonton? 

A. The man is being charged for the distance 
over which his traffic moves. 

Q. That is, the Pine maine man? 

A. yes, the Pine Falls wal. 

Qo And he could not have it any other way, 
because there is no other route? 

A. That is my point. 

Q. Taat is not the case in Heatburg? 

A. Yes, there is only one way that traffic 
ean move Canadian National, and that is via Edmonton 
or whatever junction they used, 

Q. And even though it moved on to Calgary 
at a 650 mile scale, it is justified, in your considera- 


tion, and they should charge the Heatburg shipper wko 
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is intermediate to Calgary the 394 miles? 

A. Well, Mr, Mauro, yes, that is, so, because 
I feel this very strongly, as I say in my evidence, that 
if it is from a point of one railway on its own line 
then the rates should be made on the basis of the mileage 
over which the traffic moves, 

Q o I thoughat we would discuss this matter of 
per car rates and incentive rates, and you discussed 
this at page 18120 and following. 

On page 18120, regarding incentive rates and 
the Manitoba submission on them, you say; 

TAS My views are these, that certainly I have 

no quarrel with Manitoba about incentive 

rates, in fact, I am all for them." 

A. That is right. 

Q. And you go on to say they are used 
extensively: 

Has tmere been any change in the thinking of 
railways over the past few years concerning incentive 
rates? 

A. Well, I do not know, Mr. Mauro. I think 
this way, that probably we are working more on incentive 
rates than we used to years ago. Yes, I agree with 
that. 

Qo There used to be, as a matter of fact, 

I suggest, some opposition in the experience of traffic 
men on the railways? 

A. Well, I do not know, Mr. Mauro, We 


have always had a certain number of them, you know, at 
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all times. I think they are more common now than 
they were, that's all. 

Q@. For the sake of this Commission, you are 
all for them? 

A. I certainly am. 

Q. But you are opposed to per car because 
you say he who loads heavier receives free transporta- 
tion? 

A. Yes, that is right, depending on how 
your per car rate is figured, of course, Mr. Mauro. 

Qo As I understand the situation, under a 
per car rate, assuming the rate to be $350 per car 
the shipper who ships 50,000 pounds pays a rate 
of 70 cents °#r 100 pounds? 

A. That is right. That is the mathe- 
matics of it. 

Q. The shipper who loads 60,000 pounds pays 
58 cents per 100 pounds? | 


A. That is right. 
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Q. Under inepntive rates waich you support 
the shipper who ships 50,000 pounds may pay, for the 
sake of our discussion, 70 cents per 100 aa and a 
shipper wrao ships 60,000 pounds may pay 67 cents per 
hundred pounds? 

A. I do not know, it is all in the way we 
figure it. 

Q. But that is the principle? 

A, Tae principle is you make a lower rate 
for a higher load. 

Q. Now, what I want to get clear in my 
mind, way do you say in the case of the per car rate 
the shipper is receiving free transportation on 
10,000 pounds as against the incentive pe price? 

A. On the per car rate-you calculate it on 
50,000 pounds and that is the charge whether it is 
50,00 or 100,000. I think taere is quite a substantial 
difference. I do not think we would make our incentive 
rates on that formula. 

Q. As between 50, 000 and 100, 000? 

A. I do not know what the formula would be. 

Q. We are not against car rates in principle 
but merely construction of car rates in the range in 
which they may be constructed. 

A. I think there are places wmere per car 
rates are all right but I do not think it should be a 
guiding principle. My own view is that it is far 


better <== 


Q. Liam. sorry., it. 1s..far better? 
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A. It is far better to have it on a unit 
basis, a 100-pound basis with a graduation in weights. 
I think that is the more equitable way of dealing with 
it. 1 am not objecting in principle to the car rates. 
There “on some cases where they might be used. 

Q. I have here CPR agreed charge No. 735, 
Canadian National, Steel Company of Canada Limited at 
page 2, "agreed charge applicable via Canadian National 
Railways, $60 per car"? 

A, Yes, and we have some per car rates in 
too. I am not against them in principle but I do not 
think they should be the guiding wernaite or rule for 
constructive rates. I think the unit base, the 100- 
pound base is really better for all. 

Qe So there is no misunderstanding between 
us, Manitoba in no way suggests them as a guiding prin- 
ciple. 

Q. They might be investigated? 

A. Oh, well, I agree with that also. All 
I say is you have got to make sure you are doing the 
thing equitably and fairly to both parties, 

Q. Now, the last matter I want to discuss 
with you is the matter or the Manitoba formula regarding 


alternative to horizontal increases? 


Ao. Yes, 
27 Q. At page 18082, lines 5 to 24, counsel 
28 asked you: 
2? "OQ. Well, Mr. Edsforth, ten per cent plus 
30 


34 cents and ten per cent plus 43 cents, 
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(Mauro ) 
1 
2 that is not too meaningful, is it? 
. a: Well, it is one cent per hundred pounds 
4 difference and that is quite meaningful 
5 in the lower rates. If you have a rate 
6 of 5 cents per 100 pounds an additional 
7 increase of one cent is a 20 per cent in- 
. crease," 
9 And further on: 
10 "Tre Manitoba formula would produce an 
1 increase of 1/2 cent from the 10 per cent 
12 factor and a further 34 cents from the 
a full amount or an increase overall of 
14 4 eents per 100 pounds or 80 per cent." 
1S And then you conelude: 
i "It does make a difference." 
7 A. Yes, 
He Q. Now, in support of this statement you 
ss filed Exhibit 164 which illustrates the Manitoba formula 
ot under your own revenue requirements, namely 10 per cent 
a and 4d per cent? 
22 A, Yes -=- 10 per cent and 43 cents. 
oy Q. yes, I am sorry. Now, you will agree 
a4 in comparing the effects of the two proposals you 
* nave to take into consideration a modification? 
a A, Yes, I think I did say so, too, 
at Q. Have you Exhibit 164 before you? 
28 A. yes, I have. 
a Qo You will note that under both the Manitoba 
30 


classification and under the Canadian Pacific classificat 


on a | 
¥ . eet 4} ee ee Mens | ¥ 
ant i sf, al ethan eel she as voy bas > * pal: 
' ‘ ; : +) ¥ dai 7 Bike a. 

vee +) onl ri ae ce eas "5 S 


nbavog ben brat toy sos as'at oe one 


Me 


$i 


i oid ty 


i } 
r F, 
i oat 
% 


- | aa 7 
fe Taek en ovtup ne ‘aah fae sunerraa 2 ‘Be " 


, 


Seat 8 eves moy 4 » She Be me owe f alg nb i 


‘¥ 


ns SOY oOy by “a adiaae & Ae ; = 


Ve ; ia? 
: : + i iA 
7 7 oe eS taal 
; nt Ns io se eecent 
: i : 
‘ i 
f e's ae ¢ 
| * * mae ie "T a 
; i ; 
u 'y 
: i? 
’ ¥ e by i 
j | He + No.” TOM. = Ei 
net *, os 
: ; wb i 
4 nt & ' 
Pe a ss ak ar a. 
o ee tay on Sm / pc wf crere™ i tes hs ey aa 7, ae 
Li 
iM i (4 
' 7 fl 
. { - : ¥ i 
} 7 4 Y yy {}' ® é ot iP sie ¢ Nb ie . 
7 ~ 
: me Ng A de a3 x hd ae at ryt ri? ph oy ry ' 
; / Cay 
; | » ae A 
ie 7 
) ee eek ae a et he rr er ae oP a re 
} zr ied nadie i con | a ta » ae A} So wae TOI oo 7 ie 
baal 
| J 
Au a * Ps 
i haa f oT ger i Pe we ang - > Bsad svg 4 
i aa ya OE bP Bd “4 PHL wi) 
i 
if - 
Wy | va ‘ i .. ‘ bi ‘3 
on w n j { oe, yee es 
‘ aah * eat I sc ee 2 ae 
‘ . ; 
4 ‘ fy ty yr * (mr ot “+ tt « 
aon MF ade wed Aa Ad ti 
j 
x4 | i a 
' - - 
| $ 7; ay a f ¢ 4 1 
* l A Bk. 5 geht R i P| 
, ' 
{ ' Y 
i i +t 
r ie . . ma 
ES 1 A > CaN ' 
fy ‘ ; oo a, oe 
} 
‘ 
A * re | 
i ‘04S Re Slant eee ee ae Pees Aten! ie Jeb ie a“ 7. ee "a 
; } { eat Vp 4 Tanae Wee Ke a my ol i Pg nd id oe eA , wwe ) 1, ‘ i i) 
i j : 
\ bt 
{ a a - i 
‘ » ' of ? > ® ) 
re, t ha - ‘ar 2 y ~ 7 F “a 
me i 2 f # POL Abd raeee 2 
eee} " Ta my " 
ha 4 é Va " 1 " as = ee ) pg 
i : ” } andi Ms ae VOT AWG Woy Fo 
Lae ee , 
& le) 
ny i 
Fi 4 ‘ ' 
a ' 
Ly . . Tar & i 
: f ” oh Be 
‘ al 
; nw 
#1 ; ! ore ci i il i “a 7] , : 
/ Da i “" ry ‘a f . ** r 
: eth .  F YE LM, . a4 5 = 2 my y . i 
ey fr? the +e re ,/* & 
: ty ®; 1 Fut ~ mt ape « c 
a eo Be ahs HF : ’ 
i Ei Y | ;, w we a | :ae oy, 


“ ~ Oe S 


rere atg ao >» te ee snr ~ r oy) ie) 4 
JOY SAF ZOQg0aC OWT tee nf as too TS ony 27 
- 


Be as Ld ae ~ 2 " by a ied wi ‘ey MD ecg exa7 . # 


ee a ee eas 
J. 
a 


Ot sedndaa Noyevan 19 | 
. ‘ os a eva y) , 83st - 
: i < Ley, ae 


gdo3 tonem ond wel abbr 7 aslo. “Wed ty we! 


ANGUS, STONEHOUSE & CO. LTD. Edsforth, cr-ex 
TORONTO, ONTARIO (Mauro ) 


a rate of 5 cents per Kundred would increase toa 
maximum of 2 cents? 

A. Taat is right, I pointed that out later on 
I think. 

Qe So it would not be correct to state that 
another difference would result in a rate of 5 cents 
under the Canadian Pacific consideration or the Manitoba 
proposal? 

A. Om, yes, quite a difference because 
under your modification the railways forego 2 cents 
per hundred pounds, a difference betwee 2 cents 
and 4 cents wkereas with the Canadian Pacific figures 
it is 3 cents per 100 pounds and that is quite a dif- 
ference, that is our revenue. 

a. We had better get back to Exhibit 164. 
Under rate prior to increase, 5 cents? 

A. yes, 

Q. Twenty per cent straight horizontal 
increase in the rate would go up one cent? 

A. Check. 

Q. At 10 per cent plus 33.5 witkh the modifi- 
eation it would be 2 cents? 

A. Rigkt. 

Q > Now, we go further to the Canadian 
Pacific calculation at 10 per cent plus 4.5 cents? 

A. yes. 

Q. And that mantra gar on it goes up 2 
cents? 


A. That is right. 


[no sess’ v0. ans besten Bd 


} 


es 


biwaw wn ae 


mae 


veer, Divow aonene? iz 


Kihagtes ot" 


ee Fy ae 


“ ee ’ 
ion D PR ewe: ‘wares , 
ok tL Rom TLOY, 


i 
| 
| 
@ 
| 
| 
| 


abavog herbaw re 299 


or £44 ¢ he 
BOONE, Shard 


ae 2) 


Somos Om 


taeq 19g | 


7 — = 
- -s -_ g a > 
7 a =~ : a — — z 
ee eg ei 
= rc o 


$ 4b nore sopanot rio vas? td 


ANGUS, STONEHOUSE & CO. LTD. Edsforth, cr-ex 
TORONTO, ONTARIO 4 
(Mauro ) 


Q. Now, forgetting about foregoing of revenue 
at this stage --- r 

A, I find that hard to do. 

Q. All right, we will discuss this revenue 
factor in a moment and I am sure you won't find it too 
haard, but with the modification under either the 
Canadian Pacific recalculation or under the Manitoba 
formula the 5-cent rate would go up to the maximum of 
2 cents? 

A Yes, that is what the shipper would pay. 

Q. The same in both cases? 

A. The same in both cases, yes. 

we In fact, there is no difference in the 
calculation at all that you made or Manitoba made. In 
those rates from one to thirteen cents we are taking 
into consideration the modification? 

A. With the modification, yes, that is right. 

Qo And on the balance of the scale the 
Canadian Pacific calculation would result in an increase 
of one cent more than the Manitoba calculation? 

A. Yes, that is right. 

Q. Taat is the difference in the two cal- 
culations taking into consideration the modification? 

A. Yes, a difference of one cent all the 
way through from there on, 

Qo Not all the way through, just one to 
thirteen? 


A. From there on, I said. 
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Q. You stated at page 18084 at the foot 
of the page: 
"Q. Weat is your comment on that, the erosion 
attrition factor? 
PAY Well, I do not think it is proper to assume 
tae same erosion and attrition under the 
Manitoba formula as was used in calculating 
the erosion and attrition from the increase 
proposed by the railways in 1958. I say this 
for the reason that the Manitoba formula 
increases the rates on the lower value shorter 
haul traffic very substantially in excess of 
what the increases would be on a straight 
horizontal percentage increase even without 
modification," 
Now, what was no doubt at that time in your mind was that 
tre wrole purpose, the rationaie cf the Manitoba proposal 
was to shift some of the burden from long Raul or high 
rated traffic to skort haul or low rated traffic? 
A, Tee whole purpose was to make the increase 
greater on the short saul traffic and lower value traffic. 
Q. Se your statement tends to agree with 
Manitoba that tere would be a substantial -- there would 
be a greater increase on short haul as opposed to the long 
haul? 
A. Ok, yes, certainly. 
Q. Now, on this matter of short haul traffic 
which I think we might discuss for a minute, would you 


agree that generally speaking traffic moving within the 
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eastern region and traffic moving within the western 
region represents what migat be termed relatively 
short haul movements? 


A. Well, it depends on the commodity you 


are talking of. There is a great variation as to 


what is short haul and what is long haul on the differen 
commodities so it is pretty hard to generalize, 

Q. I am referring =-- just to give us some 
facts, the Waybill Analysis, the character of traffic 
1959 at page 5, I notice under "Commodity Rates, Average 
Haul per Ton, Eastern", that is within eastern 173 miles 

Bs Just a moment, I am trying to follow 
you. | 

Q. Page 5. 

A. Within Eastern? 

Q. Witkin Eastern commodity? 

A. This is Table 1B? 

Q. Under average haul 173. At page 7. 

A, 173, that is on tme competitive rates 
under commodity? 

Q. That is competitive, that is right. 

Just following on that, the other one is only 143 
non-competitive so I took the minimum one, 173 and 
then if you will turn over onto page 7 of the same 
document, commodity rates within the west? 

Ae Yes 

Q. Competitive 206 miles? 


A. Yes, competitive 206 miles, that is 


right. 
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2 Q. Which with reservations we may have on 
3] the Waybill Analysis, Mr. Edsforth, gives us some 
4| touchstone as to the hauls. I would imagine you would 
5| agree that hauls averaging 173 miles or 206 miles would 
6] be relatively short haul traffic? 
| A. For many commodities but not for all of 
8| them by any means, There will Be lots of them that that 
9| would really be long haul, things like sand and gravel 
10| and concentrate, 
11 Q. Well, we will discuss sand and gravel in 
12/| one particular province in a moment, but assuming hauls 
13 of 173 and 206 are certainly not long maul, in the 
14| general usage of that term, if we look at Exhibit 162 --- 
15 As yes, I wave it. 
16 Qo Under the heading of "Traffic at Com- 
17|| petitive Rates,” the traffic within the eastern region 
18] of the traffic, within the western region represents 
19! 86.8 per cent of the total revenue received from 
20|| competitive rates? 
21 A. Let me see, 
22 MR, SINCLAIR: I think we can accept the 
23|| calculation, 
24 MR. MAURO: Q. 58.8 and 29.0. We further 
25|| know the traffic within the eastern region was able to 
26] sustain a 12.6 increase and for the western region a 
Zt 12.3 increase? 
28 A, That was the yield from the traffic that 
29 was covered by that study. 


30 Q@. Well, you had 17 per cent? 
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A, On the competitive, no, that was com-= 
pletely up to ourselves but that is what we put on. 

Q. It was able to sustain 12 per cent in 
both cases? 

Ae That is what we were able to realize in 
the overall picture. 

Qo Now, the long maul, Maritime to East, 
which is certainly a long haul, they could only take a 
7.9 increase? 

A That is the way it worked out on the 
average. 

Q. And the east and west a 7 per cent ine 
crease on competitive -- we are confining ourselves to 
competitive traffic? 

A. Tais is Ontarioc-Quebec to the west, 7 
per cent. 

Q. And the west to east could only take 
4 per cent, that is your figure, .4 per cent? 

A. Yes, Well, that is waat was obtained 
sO fees could only take on === 

Q. That is all you could obtainon com- 
petitive traffic? 

A. Yes. 

Q. I suggest to you your Exhibit 162 points 
out in the field of competitive traffic the intensity 
of competition is now greater on the long haul than on 
the short haul traffic? 

A. No, I do not think that points that up at 
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TORONTO, ONTARIO (Mauro ) 
1 

2 particular rate increase on the traffic that you handle. 
3] certainly it does not show tke traffic that you did not 
4 get and that is very important, you know. 

5 A, That is right. 

6 Q. Can you ever increase your rates on 

7 traffic you do not have? 

8 A. you could increase your rates on traffic 

9 and then lose it. 

a Q. What has it to do with the traffic you 

UW do not have? 

V2 A, ‘me traffic that you lose might even be 
13 a measure of the intensity of competition. 

14 Qo But so far as your revenues are concerned, 
IS] I suggest to you, it is rather meaninghless to talk 

16/ about the korizontal increase on traffic you did not get 
17 


because you did not get them under horizontal increase 
13) either? 

19 A. For a time we put the increase in and get 
20 it for a little time and then lose it, 

24 Qo But on the traffic you also lose whether 
it goes on by horizontal increase when you are talking 


23 about increase, I find it difficult to follow the logic 


of that statement when you are talking about increasing 


23 that it is important to think of the traffic you do not 
26 have? 

27 A, I did not say that at all but it is im- 
28 portant if you are looking at rates, it is important to 
29 look at competition; you do not look at it just from 

30 


rate levels. 


| ve : 7 Beh a on ; 
ta i. ) 7 +” a) 7 7 i i i oy =a 
us  otbume — aaa os ’ ay o 
< ee eres 
. oe. 
ton bib voy Tadd ae 


. A Pn oe 
Se al oo eal voy pousantty roe ¥ 


i nh 
+ 


7 eet ee titat than 


; | ir oe 4 “" 
ao 99a sey: suger vet 18Ve HOY fant i 


| 
| 
| i 
. 
| 
| 


Fi j ‘ : . Fi fs ' . % poe! 
y Say ial bai ob yoy srt rig 
iy i i ; 4 . as 
i | i 4 ‘ ; S rw La ; a. A 
at olLiets sO aetveay 1eoy sabetonl: flee wor 7 

iy ' t Ti 


' | d ie an ste enol ness: Doe, 


My 
<4 a : i ‘ ee 


a id . 
ema thw -¥ a 


Pa 
2 
at 

2 

ws 

we 

t 

ad 

+ 
mR 

De: 

*P 

= 

€ 

a 

re 

= 
= 
#) 
4. 
— 
“-r 
— 


: en: 
feved won ob 


— 2 4 ' wy? 
‘ hs sl, caten al bh isle oe del Pl to ) i at r 
ad eve ¢ im 29 A Bt 24 HO % Jaa? ot ier? on? * A oe a 
ar : ri 
. : ‘ } ; ie 
5 om { | : - i - 
‘ By NoOLtiisaqmes te yttenrestah esd to exeupesem & 
Y ; y | 
Dy ae 
a) ’ i ™ 1 fi: 
: | ,- DENISON SIR BeVHSVeN HOY aS 28) oe Get a me 
ih i ; 
; H F | j, ha Os Ba* bets ee af > oF ys" rs t wd i ee oY ial siete ae 
j i ' ' ; ihe 
~" / ‘ + > o | \ , y - “4 
7) ea «a la rege he ate Sap on 07 tae, is , * 
| vehi se rerd rio. ohsetont Sadtostrod emt; wide’ | 
ce i a 
} a | | HS 
1 7 v a oy} r lh ete wen Bis ani » al wh wi os “a 3 = :. any i ws ed 
| Settrionl Istnosiies sein sede Seg Jom BIG ney sensed | 
. a i a os 
| a 
5 oh : 
eee Pv ere 
i 
co voy Pre i i - had b } b) mk 23 5 ba py it £ r 
' » i as 
: ; 4 
; +e ee ee ee 7: 
| p | tL eos none Reem, Sule oLe ORE eB 1wt Seb 
> 


-— ue ¥ 

es mi ‘. 

ex wn S f-F att “ i ' i Pi 2 as fe dy “a pal, 
= .) . ae ’ far oO cory ‘ ; me ht eae ae c a 


ne - ‘ 
« « t J + tr ff By Ada ’ a aS a £ : a , ; ia 
le ROINi6t ors voy aeiw Sasson) Lathoxtios ut go esoy oer 
i ! ie Sem) 
fs} : e 


be 


j- 


ry af 
of v 


UF > ‘ , f i PP x ” 7 n . 
a | SLgol eas wollot oF glue hTi£e Ie Dak? T’., aawoR NE stuods 


witesorcat Jugods atidfed ste 26% ‘aw m8 soretere: seas ak 


r me a F “ ai 


POM OD 170N 6 rT isis a2 to wate oF Saad Progmt, weg 2a 


ins inl at ¢hoitod £ff Fa nail Waa Fem x ae 


od deatuodme 22/02 yeeoen i. anton oun 
: hl | x =a Te 

uh Fo - 
f Caner tal 
Le oe 


“a 


" 


29 


30 


Anis; srokrbovsr sce: s2, —- Rdpforth, er-ex 19585 
(Mauro } 


COMMISSIONER GOBEIL: You do not mean, Mr. 
Edsforth, that your increase on the long haul traffic 
was smaller because you lost more traffic on the 
long haul? 

A, Ne, I do not mean that. The revenue 
result that was illustrated by this exhibit could be 
from no cost but not from traffic lost because it is 
traffic that we actually handle, 

Q.: Well, weat does that traffic that you do 
not get -- you said to Mr. Mauro that it does not 
affect traffic you do not get? 

THE WITNESS: Tae point was Mr. Mauro said 
tais illustrated the fact that competition was more 
keen on the long maul than on tlhe short haul traffic and 
what I was pointing out was that this statement only 
shows what kappened on the traffic tmat did move. This 
does not show the traffic that you did not get or lost 
because of a rate increase or for some other reason but 
lost because of competition. 

MR, MAURO: Q Waat increase do you put on 
the traffic you do not get? 

A, Mr, Mauro, we probably put 17 per cent 
on all of it and then lost it. 

Qo And you do not know what revenue you 
lost as a result of that, how can it have any effect 
on revenue on traffic you do not have? 

A, ‘The impact is simply this, when Tsky. tite 
intensity of competition is greater on the short haul 


I mean it is that traffic is more vulnerable to motor 
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truck competition but there is more than that too, 
because even with your modification you still, have heavy 
increase here and you should get competition from motor 
carriers, competition from water carriers and that is 
all in the short haul range. You kKave competition from 
BLernative sources of supply also or substitute products 
so this should all go in. 

Qo Let us look at’ one;you mentioned in your 
evidence this matter of tke Montreal to Toronto area is 
one of the most aaeiee ‘yaad know of and that is frequently 
termed a short haul. I think we should look at this. 

I assume this is one of the important areas for Canadian 
Pacific? 

A, It is one of the important areas. 

@. And you are concerned, in what you have 
just told us, tkat under the Manitoba formula you would be 
unable to increase your rates and maintain tke traffic 
as you presently do under the horizontal percentage 
system? 

A. That is on the lower rated traffic, the 
short haul, it works both ways. 

Qo That is waat the Manitoba formula is intende 
to do, let us be clear on that. 

Q. At Volume 106 Mr. Roberts was being examined 
by Mr. Brazier at page 17747. On that page Mr. Brazier 
put into evidence Tariff E1355-F cTc 5253, dated July 4, 
1960, on all types of general commodities, Montreal and 
Toronto? 
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ANGUS, STONEHOUSE & CO. LTD. Edsforth, cr-ex 19587 


TORONTO, ONTARIO (Mauro ) 
1 

2 Q. And he put on the rates: 

3 20,000 pounds 45 cents 

4 24,000 pounds 40 cents 

5 : 30,000 pounds 38 cents 

6 40,000 pounds 364 cents. 

7 . 60,000 pounds 334 cents. 

8 A. Yes, I see this in the record, 

9 Q. Now, I would like to put on the record 


10 the comparison of the results in applying the Manitoba 
4 


11 formula and horizontal percentage increases to these 
12 rates? 

13 A. This is 20 per cent. 

14 Q. Yes, the same formula and basis, Mr. 
15 Edsforth, and tke increase we will be applying taken 


16| from Exhibit 153-E but I will give this to you so you 


17| can authenticate them. 
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ANGUS, STONEHOUSE & CO. LTD. Edsforth, cr.ex. 19588 


TORONTO, ONTARIO 


(Mauro ) 


MR. SINCLAIR: Under 153E or 164? 


THE WITNESS: Which one are you using? 


MR, MAURO: Q. It is the same thing. 


A. 


Qe 


increases, and 


Vea nerisee, 
153 is the Manitoba exhibit as to the 


they are the same thing up to this rate. 


Under 20,000 pounds, presently moving at 45¢ 


a hundred, the 
of 8¢? 
A, 
Qe. 


inerease would 


inerease 8¢? 
A. 
Q. 
increase 8¢? 


A. 


Manitoba formula would mean an increase 


Yes. 


Under a 20% horizontal increase, the 


Yes, 
24,000, the rate is 40¢? 
Yés. 


Under the Manitoba formula it would 


9 and 38, 


Under a 20% horizontal increase it would 


S¢ in both cases, yes. 

30,000 pounds, the rate, 338¢? 

Yea. 

Under the Manitoba formula, 7¢? 

Ts 

Under the horizontal increase, 84? 
Yes, 


In other words, a cent less under the 


Manitoba formula? 
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ANGUS, STONEHOUSE & CO. LTD. Edsforth, ¢cr.ex. 19589 
TORONTO, ONTARIO 
(Mauro ) 


A, Right. 

Q. 40,000 pounds, rate 363¢; under the 
Manitoba formula, 7¢; under the ae are Ea 
7¢ -- identical increase, 

60,000 pounds, a rate of 333¢! under the 
Manitoba formula the rate would go up 7¢; under the 
horizontal percentage increase of 20% it would go up 
T¢ for an identical amount? 

A, Yes, 

Q. So, you have 20,000 pounds minimum 
weight, the Manitoba formula would be 1¢ less than the 
horizontal increase, For 24,000 pounds it would be 
identical, and 30,000 pounds the Manitoba formula 
would give 1¢ less, and 40,000 and 60,000, identical 
increases? 

A, You are using the modification there, 
of course? 

Q.. My modification? 

AS Yes, 

Qi, No, no; that is not the modification. 


My modification ends at 12¢, However, you can check 


these, 

MR. SINCLAIR: Are you doing a disposition 
of the factor -~ anything over .5 you are moving to a 
cent? 


MR. MAURO: We took directly from exhibit 
153E which was the allocation of the Manitoba formula 
to rates, 


THE WITNESS: Well, of course, on your 45¢ 
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ANGUS, STONEHOUSE &co.tTo. HGSforth, er.ex, 19590 
TORONTO, ONTARIO (Mauro ) 


rate, as I have calculated it there, that would be 
9¢ in each case. 

Qe 8¢ under the Manitoba wevnntet 

A, I am looking at the 45¢ rate. 

Q. Yes, 20,000 pounds. 

A. Yes, but under the formula as adjusted 
for CPR needs it would be Q, 

eG. Under the CPR calculation the 45¢ rate 
would be 9 under the Manitoba formula, and 9 under 
the horizontal percentage increase? 

A, Yes, and when you come to the 40¢, it 
is 9¢ under the Manitoba formula and 8 under the 20% 
increase. 

O. According to your figures? 

A, That is right, and when you come to the 
30¢ rate it is 8 under the Manitoba formula, and 8¢ 
under the 20%. 

Q. Tt is the same? 

A, Yes. 365, we do not have. We have got 
36 and 37 and they are both the same. 

Q. Both the same? 

A, Yes, so it would be 8¢ under your 
formula and 7 under the 20%. And with the 333, again 
we have not got a half, but the 33 and the 34 are the 
same, so it will be 8¢ under the Manitoba formula and 
7¢ under the 204? 

Q. One cent different? 

A, So, by and large, it is a cent greater 


increase on these rates under the Manitoba formula. 
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Q. So, as far as the Toronto-Montreal is 
concerned, I suggest to you that the effect of the 
Manitoba formula as compared to the eiealsine horizontal 
percentage increase is insignificant? 

A, You mean a cent is insignificant? 

ee, A cent over that range. It is not a 
cent in every case? 

A, Almost every one of them, 

Q. No, no, it is not, with respect, 

A, Well, I am sorry; it all depends whose 
version of the formula you are using. 

Qo Well, in your case your formula reduces 
the Manitoba increase in one case and increases the 
horizontal in another, but I suggest over the range of 
that rate structure, and minimum, the impact on that 
very important area of traffic, Montreal-Toronto, it 
would have a minimum impact vis-a-vis your loss of 
traffic? 

A, Well, Mr. Mauro, that, of course, is 
your opinion, and I do not agree with it. It does make 
a difference, 

Qe And I respect your opinion on that, 

A, Thank you, sir. 

Q. With your background in this subject, 

Now, you have referred to the fact that it 
would be difficult in many cases to apply the increase 
under the Manitoba formula, and you use as one of your 
examples a movement of sugar beets? 


A, Yes, that is right. 
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Qe You said it would be more difficult to 
apply the Manitoba formula to the movement of sugar 
beets as compared to the horizontal Bouya age me thod? 

A, Yes. What page is that? 

Qix Page 18095, line 20, and 18096? 

A, I have it here now. 

Q. You said it would be almost impossible 
to apply the rate increase brought about by the 
Manitoba formula compared to the horizontal percentage 
increase? 

A, Yes, I said there were certainly great 
difficulties for somebody, either the railways or the 
shippers. 

Q. How much of the last 17% increase did 
you apply on the movement of sugar beets in Manitoba? 


A. I do not think we were able to hold 


Q. You do not think under the Manitoba 
Suggestion you will be able to apply our method of 
increase to traffic you have been unable to apply 
increases to in the past? 

A, Well, Mr. Mauro, the only difference is 
that your increase being greater on the short hauls, 
the short fall on revenue becomes greater, 

Q. How can you use as an illustration the 
sugar beets in Manitoba movement, comparing it with th¢ 
horizontal percentage method, when you were not able 
to apply a one percentage point? 


A. What happens two years ago does not 
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ANGUS, STONEHOUSE & co.LtTo. HdSforth, cr.ex, 1959 


TORONTO, ONTARIO (Mauro ) 
1 

2 necessarily happen again. One must always look to 

3 the future. 

4 Q, I have one other point on mia matter 

5 of the competition on short hauls, and you mentioned 

6 this morning in discussing Montreal and Toronto that 

7 the main competitive factor is haul by truck. 

8 Jes Or water, 

9 Q, But you mentioned particularly the 

10 | truck? 

11 A, Yes; there is water too. 

12 Q. And were you aware that on July 3, 1956, 
13 the Ontario and Quebec trucks raised their class rates 
14 by 10% plus 5¢ a hundredweight? 

15 A, This was in 1956? Yes, I think I 

16 recall that; they did. 

17 Q, The truckers in 1956 utilized this 

18 particular method of increasing their rates? 

9 A, 10@ increase, 

20 Q. Plus 5¢ per hundred pounds? 

21 A. I do not know whether they put both on. 
22 I think one was an alternative, You may be right. 

23 @. Well, I will show you this: the 

24 Canadian Industrial Traffic League circular, 3436, 

25 | July 13, 1956: 

26 | "On July 3, 1956, Ontario and Quebec trucker 
27 raised their class rates by 10% with an 

28 additional 5¢ per hundredweight on all 

29 shipments up to 5,000 pounds. Also, on July 


30 3, 1956, the Canadian Railways increased 
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ANGUS, STONEHOUSE & co.ito. EdSforth, cr.ax, 1959 
TORONTO, ONTARIO (Mauro) 


normal class and commodity rates by 7%." 

By Yes. That 5¢ per hundred pounds was 
only on certain traffic, It did not apply ne everything 
they carried; and, this was only their class rates, and 
there is an awful lot of traffic which does not move at 
those. But, eertainly there is greater attrition in the 
short haul -- competition is much keener, and I believe 
your proposal intensifies that very substantially. 

o. With due respect I say the facts and 
figures show that our proposal will not intensify it to 
any extent above the present horizontal percentage 
increases, 

A, Well, I have not seen them, 

Q. We have discussed Montreal-Toronto this 
morning? 

A, I say there is a difference there under 
your proposal. 

This mach I am sure of, Mr. Mauro, from 
examining your proposal, that our revenue would not be 
properly protected by it. I am quite certain of that. 

T have checked it very carefully and tested it to see. 
For one thing, the modification which you have put in --+ 
that is sort of a built-in attrition right off the bat, 
because there you modify the effeet of your 10% plus 

34, or 44, whichever you like to make it and that 
modification is money which you are not going to get. 

Q. You have changed your mind in the past, 
Mr. Edsforth, I am sure, when certain matters came to 


your attention, and you told this Commission you were 
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ANGUS, STONEHOUSE& co.LtTto. KdSforth, cr.,ex,. 19595 
TORONTO, ONTARIO (Mauro ) 


not religiously bound to the present method? 

A, Oh gracious, I am not wedded to it at 
Bide > 

Q. Not at all. 

A, But, as I said in my previous evidence, 
I have examined quite a few plans, and I certainly 
looked very carefully at Manitoba's and I have not yet 
found one that I think in the overall picture does as 
good a job as straight horizontal increases, 

Q. But both you and I are agreed before 
this Commission that we are seeking a solution to this 
problem, because certainly the horizontal percentage 
method has not met with any general acceptability on 
the part of shippers in Canada? 

A, Well, I do not know about that, Mr, 
Mauro, There certainly have been some people who have 
objected to it, but there have been a lot who have not, 
and I do not think there has been any general chorus 
against it. 

Qe Have you, in the light of the hearings 
since 1946, and if you have looked at the testimony 
and the transcripts of Hugh John Fleming in New 
Brunswick, Nova Scotia's submission, Newfoundland's 
submission, Premier Shaw of Prince Edward Island, 
Premier Roblin of Manitoba, Premier Manning of Alberta, 
Mr. Bonner of British Columbia -- can you say that ther 
is no general dissatisfaction? 

A. You said on the part of the shippers. 


I am talking about the people we deal with in shipping 
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freight. Those are the ones involved. 

Qe You think there were not shippers that 
came before this Commission in addition peiene leaders 
of the government of the provinces? 

A. There were some shippers, yes, but 
there were an awful lot of shippers that have made no 
protest. 

Q. Do you think this Commission should pay 
very clase attention to the submissions of leaders of 
governments of this country? 

A, I think the Commission will pay attenti 
Co whatever is put —oe them. 

Q. Thank you, Mr. Edsforth, it is always 
a pleasure to discuss these matters with you. 

A, Thank you. 

THE CHAIRMAN: Gentlemen, we suggested that 
at the recess we would discuss the situation with regard 
fo tomorrow, and we are not going to sit tomorrow, in 
honour of Mr. Jefferson. 

We will meet in the Chateau Laurier on 
Wednesday and Thursday in. the same room as before, 
and we will back here again on Friday. 

On Wednesday we will have Mr. Edsforth, 


‘ 


and on Thursday the CNR witnesses and Mr, Wesson. 


--—- Luncheon adjournment --- 
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“=~ On resuming. at: 2200 Dum. 

THE CHAIRMAN: Order, please. 

Now, gentlemen, before Mr. Frawley starts, 
the Commission on Saturday morning considered the 
question of schedule. You all realize the pressure 
from all sources that we are under, not only in here, 
but elsewhere, and our necessity for getting ie es 
with despatch. Now, we have a ruling and Mr. Comming 
will read it. Mr. Cumming? 

MR. CUMMING : The Commission proposes, today, 
to outline the schedule for the balance of its public 
proceedings. In doing so,as the Chairman has said, it 
finds itself faced with problems of considerable 
difficulty, arising principally out of the complicated 
question of the cost evidence relating to the movement 
of grain under statutory and related rates. 


In making the ruling about to be announced, the 


Commission has borne in mind the committment previously 


given, that it would examine, with the assistance of its 


own technical consultants and advisers, as well as with 
the assistance of the parties appearing before it, the 
question of assessing the cost studies. It has also 
considered the dates on which the various precis and 
memoranda have been filed and available to other parties 
and the opportunities that they , that is the other 
parties, have had to consider and evaluate them. In 
addition, and of overiding importance, the Commission 


has had regard to its duty to the government and the 
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1 

2 people of Canada, under its terms of reference, to 

3 proceed with despatch and to report as soon as possible 
4 on the whole problem of transportation, a peoples which 
5 cannot be divided into separate airtight compartments. 
6 With the foregoing considerations in mind, 


7 and the interest of being fair and reasonable to all 
8 parties, the railways and the provinces and the grain 
9 interests alike, the Commission makes the following 


10 ruling :- 


11 A The period from November 21st to November 
12 25th, 1960 is alloted for the cross-examination 
13 of Dr. Borts by counsel for the railways. 

14 2 Commencing December 7th the Commission 

15 will hear the submissions on behalf of the 

16 government of the Province of Quebee and the 

17 cross-examination Pehoan' 

18 3. The period from January 4th, 1961 to 

19 January 2lst, 1961 is alloted for the cross- 

20 examination of Mr. Banks and Mr. Banks and 

21 Mr. Saunders and for the hearing of any 

22 rebuttal evidence the railways wish to call 

23 on the question of the cost of handling grain. 
24 4. The Commission directs that the arguments — 
20:1 and summations of the cases of all parties | 
26 | shall be made in writing, and that they shall 
27 be filed with the Commission not later than 

28 February 10th, 1961. Twenty-five copies 

29 are to be filed with the Commission and it 


30 is assumed that copies will be exchanged 
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between the parties. The Commission bespeaks the 
cooperation of counsel for all parties concerned 
in carrying out this ruling. However, it is mindful 
of its overiding public duty, and with this before it, 
it is convinced that it has no alternative but to 
announce and abide by this schedule. 
| | MR. FRAWLEY: Well, Mr. Chairman, is it implicit in 
item 4 that there be no time allotted and that, therefore, 
there be no oral addressing of the Commission on the 
question of argument? 

THE CHAIRMAN: Unless counsel is called in 
by the Commission. 

MR. FRAWLEY: Unless counsel is called in? 

THE CHAIRMAN: Yes. 

MR. SINCLAIR: Of course, Mr. Chairman, I 
have spoken to my friend, Mr. McDonald, and I note 
that the Commission's ruling is directed towards us 
particularly in regard to cross-examination of 
technical evidence with regard to the cost study 
in respect of grain. I do not think, Mr. Chairman, 
that we have asked for any undue time ” any period 
in regard to giving ourselves reasonable time with 
which ‘to consider and to assist the Commission in 
accordance with what we felt was necessary. 

a also pote the Commission has said that 
it has its own experts. This is, of course, true. 
They are spending this whole week, as I understaad it, 
considering this cost study . It could be that as 


a result of that conference many of the problems that 
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Seemed to present themselves im the light of the 
evidence filed just this past week will not be 
problems; that eaey will be resolved during this 
conference. 

THE CHAIRMAN: We hope so. 

_MR. SINCLAIR: But, if they are not, sir, 
then I can say quite frankly that we cannot be of 
assistance to the Commission in cross-examining 
on the date stated. And I have to say this to 
the Commission that in marked contrast to the time 
given to my friends is the time set out here -- in 
marked contrast. 

And, notwithstanding the fact that I think 
that the work of this Commission has, of necessity, 
borne with a considerable impact upon some of us; and, 
so, until the cost conference is finished, until we 
see what areas are still open, we cannot speak to 
this fubeld aed whys And, quite frankly, sir, I must 
say that I think if there is not a resolution of 
these problems with the cost conference, then there 
is nothing we can do but to say that the result of 
this ruling is equivalent to saying that the 
Commission has decided that we cannot be of assistance 
to them in cross-examination. 

| THE CHAIRMAN: Well, you will leave the matter 
with a prayer for the cost conference. 

MR. SINCLAIR: Well, of course, sir, I do, 
because it seems to me that the very nature of the 


material is such that it lends itself particularly 
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2 to discussion of technical questions in the conference 


3 method, but, that having failed, then there is only 


1 


4 one way to test it out, and of course with the way 
5 the Commission has been operating -- you get certain 
6 material in your mind; and then you have to, because 
7 the Commission does not proceed for any number of 
8 reasons in accordance with their plans, that material 
9 leaves your mind. And, particularly, in this cost 


10 area, it is technical material that, speaking for 
14 myself, I do not use every day. Now, there may be 


12 others who do use it every day, and for them it is 


13 easy to keep in their mind. 

14 All I can say is this, that until we see 

15 what resolution is made of the problems in the 

16 cost conference that is now proceeding, all I can do 


17 is put this caviat on it, and put the interpretation 
18 on it that IT have put on it. 
19 THE CHAIRMAN: We have noted what you say, 

20 Mr. Sinclair. 

21 MR. SINCLAIR: And I take it, notwithstanding 
22 that, that it means if we are not here on the 2list 

23 you are holding to these dates, and you are saying 

24 to us that we cannot be of assistance to you in 

25 | cross-examination -- notwithstanding the fact that 


26 the people on this side had as much as six months to 


27 prepare themselves. 
28 THE CHAIRMAN: Well, let us not get into that 
29 argument again. 


30 MR. SINCLAIR: I want to make it clear, Mr. 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 19602 


Chairman, that I am speaking on behalf of the railway. 

THE CHAIRMAN: We understand that. We will 
eonsider it all. " 

MR. McDONALD: There was one thing I should 
say to you, Mr. Chairman, and that is that I find 
myself in this position: our cost people are tied 
up, 4S you know, in this cost conference in Montreal. 
I have been talking to them, and until that conference 
is over they cannot tell me what time they will need 
to prepare some material for me on which to base 
cross-examination. 

That is the position I have. I have not any 
material on Dr. Borts! cross-examination and I won't 
have until after the cost conference is over. 

THE CHAIRMAN: We have noted what you have 


said. 


CROSS-EXAMINATION BY MR. FRAWGEY : 


Q. Mr. Edsforth, would you first look with 
me at Mr. Harries’ memorandum "Transportation in the 
Economy of Alberta", page 38. The reference in the 
transcript is to volume 97, page 16527, but I think 
it is just as easy to follow it there. 

A. What page, Mr. Frawley? 

Qo Page 38. 

Ararr3s. 


Qe Yes. That is when he advances his 


f 


proposal? 
A. Oh, -yes,;.1I.ace. 


Qe Now, he puts it to the Commission there, 
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(Frawley ) 


Mr. Edsforth, that there should be a maximum set at 
@ range, I put it to’yeu, which runs from full 
variable plus 40 per cent in the case of thé very low 
competitive rates to as high, perhaps, as many 
percentage points over Vantin re. perhaps even thirty 
or forty per cent over variable, looking again at 
some of_the higher competitive rates. Is that a 
fair way to put ite 

A. I do not suse komm Frawley. It would, 
of course, depend on the 1eWea of the competitive 
rate in each case, and as to what cost level it was 
ap, 1 would not know. | 

Qo No. He biatch the surface, he 
Simply puts it at 15 per went over the lowest 
eompetitive rate published for the sew or similar 
traffic. That is where he puts his maximum in terms 
at the bottom of page 38? 

A. Now, let me see, Mr. Frawley. 

Qs’ “Yes. 

"We would propose that the upper limit 
to permissive charges for the movement of 
goods in Canada be established at statute 
at not more than the lowest competitive 
rate published for the same or similar 
traffic plus 40 per cent." 

And that would be the maximum which he would 
propose. 
A. Forty per cent over the lowest competitiv 


rate, whatever it was* 
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(Frawley) 


Qo That is right. All IT am saying to you 


is that some of your competitive rates -- they ali are 


; 4 _ the fully variable cost plus something? x 

| A. That is so. 

| 5 a 

: Q- But those "pluses" vary, of course? 

| " A. They do., 
8 Q zou see, what 4 am really putting to you 
i Ls that when you look at the whole of Mr. Harries! 
4 paragraph on page 36, which I want to read for you, 
ui you will.see that he is concerned with his maximum. 
12) being related to cost: , to variable costs, He says 
431 there, Mr. Edsforth: 
a "Many statistical calculations have 
s| been made which FoNAES variable cane to 
hI total costs. The most recent example is 
| to be found in the cost studies prepared 
i7| 
_ by the railways on the movement of export 
ace || 
Me grain. Without the necessity of getting 
aie | 
at into a discussion of the merits of this 
me particular study it cam be accepted that 
| the atudy shows constant costs varying: 
| from approximately 15 per cent to nearly 
Cat 

25 per cent of total costs. Other 

: studies have showa that on an overall 
26 | basis constant costs may be as high as 
Mi 50 per cent of variable costs." 
zl And, then, having said shat, then he proceeds 
With his proposal: 

B20) "We would propose that the upper limit 
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ANGUS, STONEHOUSE & CO. LTD. Edsforth, cr-ex. L905 
TORONTO, ONTARIO (Frawley 5 
ne) 


1 

2 to permissive charges for the movement 

3 of goods in Canada be established by 

4 statute of not more than the lowest’ 

5 competitive rate published for the same 

6 or similar traffic plus 4O per cent." 

7 I put it to you that, to be perfectly fair, 


8 and looking at his proposal in its complete context, 


9 that he is relating his maximum to variable costs? 


10 A. Well, he is relating it to rates, Mr. 
11 Frawley, and whatever costs they may represent. 
12 Q. That is true; that is true, but when he 


13 is talking about -~ having just talked about the 
14 relationship of total costs to variable costs, he 
15 then proceeds to gear his maximum to the lowest 


16 possible competitive rate; to the lowest competitive 


17 rate. 

18 A. Yes, although I think he did later on 
19 change that somewhat and take in other kinds of 

20 rates as well. 

1 Q. That is true <-- whatever the lowest 


22 rate might be. But, to the extent he limited it to 


the lowest rate, then I put it to you that he was 


23 

24 being more liberal to the railways’ rate structure 
25 | than if he had geared it to variable costs? 

‘| A. Well, it would all depend, of course, 
Bs on what he put over the variable cost, I suppose. 
28 Q. I suppose it is very simple to think 
29 of many instances, but suppose that the lowest 


30 competitive rate one could find was a competitive rate 
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ANGUS, STONEHOUSE & CO. LTD. Edsforth, Cr-eX. 


TORONTO, ONTARIO 


(Frawley ) 
1 
D which returned,say, 30 per cent over variable? 
3 A. Yes. 
4 Q. Well then, Mr.Harries maximum would be 
5 that rate which would be 30 per cent over variabie 
6 plus 40 per cent? 
7 A. Of course, the rate would be 30 per cent 
8 over variable for that particular haul, Mr. Frawley, 


9 and that would not necessarily follow that it would be 
10 for every haul all over the country. There might 


be a variation. 


11 

12 Q. Oh, yes, but if you are endeavoring to 
13 analyse, critically analyse his maximum and what it 
14 is, he first determines the lowest competitive rate. 
15 Now, you do not mean to say ~- when you say for a 

16 different haul, you do not mean that if you found 

17 a competitive rate for ten miles that that would be 
18 the rate, that the maximum would be that rate plus 
“19 40 per cent for a thousand mile haul? 

20 A. Oh, no, I would not expect that, but 
21 what I did say was that you might be looking at a 

2 particular commodity rate on a particular movement 
23 as a basis for setting your maximum, and while it 

24 might be that that rate made such and such a 

95 | contribution over variable, it would not necessarily 
96 | follow that for all comparablehauls over the country, 
7 the same contribution would be obtained. There 

28 could be variations in the COST « 

99 Qe Yes, but since many of your lowest 


30 competitive rates -- in fact, I would think the 
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ANGUS, STONEHOUSE & Co. LTO. Edsforth, cr~-ex, 19607 
ie ite (Frawley ) 


majority of them are not just at the variable cost 
line, but return something reasonable over that? 

4. Oh, yes. 

Qe Then, the maximum, the ceiling, the 
Harries proposal for a ceiling is giving you a good 
deal more headroom than if he had kept it strictly 
to the variable cost? 

A. It would depend on how much a percentage 
he put over variable cost. 

Qe It would depend on what percentage over 
variable cost; the lowest competitive rate that you 
had pevinnear 

A. Or what Mr.Harries might have done, 
if he had just suggested a straight figure over 
variable, it would be different. 

Q. But I am only suggesting to you, to be 
perfectly fair to his proposal in building it ona 
competitive rate he is, by the very nature of his 
proposal, giving you, before we start to add his 
40 per cent, he is giving you whatever excess of 
variable is contained in the competitive rate that 
he would select? 

A. In that particular rate for that 
particular haul, but it might not be the same for 


another haul. That is all I say. 


Qo Then, his maximum would not apply, then. 


27 
28 You would work another maximum on another competitive 
99 rate, I suppose? 


30 A. I did not understand the proposal that 
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ANGUS, STONEHOUSE & CO. LTD. Edsforth, ecr-exX. 19608 


TORONTO, ONTARIO 


(Frawley ) 
1 | 
way, but that may be so. 

3 Q. Another criticism that you make, or 

ri perhaps your first eriticism is. that there is 

P instability in his method? 

P A. Yes. | 

7 Qo In the first place, I put it te you that 

P there are thousands of Catitetibetin ta ed lah and agreed 

, charges now in effect and that relatively few of them 
ve change in the course te Oe year, percentage~-wise? 

" A) Aen ae wee oecew thas 1 son eo avons 
12 with shoe They do vary peeere and downward, and of 
13 course new ones are coming in at all times, too. 

14 Qe Just looking over the range of them for 
1 bneis tagbabiviee: for their fluctuating character, 

iG I put it to you you have a lot of competitive rates 

i that have been there, and they are aioing their «job, 

i and they ine not cw#lling for any particular fluttering 
st at all? Sis | 

wn A. Yes. If tI underssand Mr.Harries proposal, 
bi this would mean that the lowest competitive rate at 

‘ any time on a given commodity would be used as the 

ue base for setting your tees that you might start 
” out with : maximum on some kind of goods -- I don't care 

what it is -- geared to a particular competitive rate. 
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ANGUS, STONEHOUSE & CO. LTD. Edsforta, cr-ex 19609 
TORONTO, ONTARIO (Frawley ) 


Then two or three montas later a competitive 
condition arises somewhere else and another competitive 
rate came in on another basis, maybe water competition, 
would that not then change the maximum? Tis is 
way I say it is unstable. 

Qo I am only discussing with you how serious 
the question of the fluctuating character of your 
competitive rate structure <- 

A. That is an example I gave you. 

Q. And there may be many instances but 
I am speaking by and large. By and large, take your 
agreed charges, you put them in and they stay that way 
for a year, of necessity? 

Bos Yes, they do. 

Qo And then if there is no very special 
competitive situation arising they stay again for anothe 
year? 

A. Or until terminated by notice of either 
party. 

Qo But I am saying they are mutually satis- 
factory, they stay there? 

Bey yes, if circumstances have not changed 
that make it desirable for an adjustment in the rates. 

Qe And I put it to you that in the nature 
of things one would expect to find a good many of these? 

A. Yes, there probably would be a good 
many of them, 

Q. I mean, that is a situation wkich you 


would like to encourage and cultivate, is it not, 


ma 


ae oe 
ant ae 


P 


oveant aos ra neta 


t aay 


haw ti Jeqmos ‘rontoma “bas a8 


y (aot tides WHO n, ney Same + she 


+f 


wn 7 


are i an 
- ‘ i §) at 
ey : aah ai oly Piha Mis af 


: 7 i if , hi i he rn By ah iA a 
+>) Ne j yh . 
HOY TO vedomemae pinta ay st oul ie ou 7 | to mod soup 
Vg “ 
a \ ‘ ’ i f ‘ x H th i ; | iM i p' ‘ i 
| Senet Ap Be ah ON omttid tits t6 ‘oien avid : 
. hf I aa J 
sy Pe, vl irr @ bia a, i ' 
; iy «, AD 4 Gy Wy ax | ‘it f) ' is ait ang f iyi i ait ss ‘a: Wit " a | ‘ae 
) ‘ : i ¢ i ‘ i Vays “by i 
4 a ? hit it ‘ my y bi x “ aay ay, ey ‘? th iy | oe % st rae “iit oe Hage dt n ¥ { 4 8 oo My 


} lak oy es ean ait ie wei ae? ripe A art ny Avot ie ie esis 
| uh , oy “f y ve Deitbities eli a 3 i FN Da Ye ae Da wl 


: H 
ian oe 0 as . | uh) 
th, ar s 't B wir oN) oh, Re Ne Ts) hey i gow oe a ten) fw yn ipa, eta, | 
, Yon HO earth va eT a ‘ tah Wt iw ait | ee ‘ a + ol inv V } 
i | 
: } i ' i ah tia, pa vie iu 
‘py ai year a 
Choa oe f , WHY ans " 
: Avia Le igh a Wah a vines le he ms 1 OY, A Tot 
| re , Ap : a ¢ ; 
j } . X ; Bt vy i F erin 
uh ; ; i tt Ny de ae" i 
Ma ] % a YW a) er oF jet cB i bie. oh 
La s i 7 { 
; p . 
i ; i a f 
‘ nm | " vy, " ii) ah Wy: A me ha! ae! ‘i u 
F fi F F i fs \Me ao Be iin 7 1 
i \ \ Wei Mb, TRH a ie RR gs RA mn oy har ey, 
rik ; ; Ni ha Gaeta ‘in i Me i) 
iy 0 TU nts maaan “ Ce MT et he eR ee, wy eine dain ae re ae, mead is vy ut? ane 
yor ‘ ( Riba ee Mi BI dir iol ee : ye va Pay eR ye oe ioe eR ae | yh fey a a 5 o oT) 
A 4 oe aN y ‘t aT 
, by ey i ‘ ira) te 
\ 
“4 
i } t A 
I t { i 
' f iw ; a, ; i] 
| t ; be 
! ; mtd yy ae P eee by ae? en eee PPR , i . ii 4 Pork ‘ "i 
i ; f dy ae a v4 iy nt tt ae | yr ne Mee eT ae he | ws iy he. At 
a i eo ae re MY he ae i ni v1 ah an Se PR st PAR By at i pee | bi hy) id) are | Pi Ni pie 
‘ ly Nein Hy hs ) ron ye 
i 
f j A 
hie i i 
ie 
Wille 
are me 
P54 } tres } 1 i F 
rude} i 
a ; i ha oa { i 
wee: baie fe Pea . f Sat i ii} ligt iy, Ligh i ; Ph eR ae La i ar j 
igh) . , ; i a ' be heh hy IM Hoey lly 4 dot ! 
f, ) 


uh ee A. empaaene’ Dai oad & bis Lo i : 
\ | YC HE m ‘a. ytad a et 


| 

1 De 1 t F ; Me ‘“ RNC ly Ay Th 
. 
: 
t 


* A >, ‘' i, iv 
ee ee a ye Ahr, oP ae itt ‘tt Ys aig oe 
ie if if 2h ey sii ty gy er Heer Li a Ps 

iy u 


iy > iy tly 


i 
4 
} . 
: . eorex eat, AD tae mt | tr BA es i Cet 
| i 4 te : 
as r ; ¥ lay .% a J » WO? upe anf ee s , cP | ry y , an ON in a ‘A Bay ne: 
th TRS OT aL Tae ce ) Ait 7 ibs Le | pi este.) Lg RE 
‘ " one 1 . y Witsa' H may ee ‘ine 
1h ; ; vy oy sity. re, 9 ) fi fe ‘ ve r ‘ te } ‘ 
NEN . ‘ie ONS deed ant at in ine ay es HL now basde yr 
j , ; ® i iM Ve Le oie AA 
i Se ET I ee 


a 


pate Od ELiowy x tdndo vee 00s or 


o is 


\o 


ANGUS, STONEHOUSE & CO. LTD. . Edsforth, cr-ex 19610 
TORONTO, ONTARIO 
(Frawley ) 


stability? 

A, Well, of course, we 1iké as much stability 
as we can get, certainly. 

Q. I do not like to keep referring to the 
one case all the Sime but we do know on one case which 
is important by virtue of the consequence that fihowed 
from it, and that is the agreed charge on castiron 
pipe and that mas remained there for a good many years? 

A, Yes, for a few years it has. 

Q. And I would think looking at both the 
agreed charge structure and the competitive rate 
structure that ween it comes to a matter of degree, 
at least, there is not the fluctuation there that is 
at all extraordinary? 

A. Well, I do not know how you define 
"extraordinary" but there are certain changes made in 
agreed charges or competitive rates that have been 
in effect from time to time and also the point, and I 
taink you must not overlook it, is the fact that 
new competitive rates or agreed charges are coming 
in on the same commodity. If I understand Dr. Harries' 
proposal correctly it will automatically change the 
maximum so At would be a fluctuating thing. 

Q . Have you done any survey to determine 
the extent percentagewise of this fluctuation in the 
competitive rate structure? 

A, In wheat period? 

Q. Well, over the last, say, three or four 


years or even twelve months? 
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A. Well, as to the change in general level? 

Q. No, Perhaps I should put it this way; 
as to the number of rates which in a given period of, 
say, eighteen months or two years, have remained where 
they were for that period of time as against the number 
of rates that have changed either up or down in that 
particular period. 

A. Then you have to add the new ones in to 
make your survey complete, 

Q. Well, for the purpose of using it to 
establish a maximum you would not particularly need to 
add them in, it would depend on where they would go in, 
I am thinking of the fluctuation, the up and down effect 
that you are complaining about. I am wondering if you 
have ever done any survey to determine the percentage of 
rates which stay there as ‘against the ones that do not 
stay there? 

A. And as a percentage of the rates? I 
think that could be done but I mer have to check them 
as to the ones that have gone up or down and it would 
be a matter of determining what percentage it was. 

Q Another way of looking at it is to 
assume there is instability? 

A. Yes, I think it would be. 

Qe Well, now, if there is instability and 
some fluctuation at the lower end of the structure, 
what is there that is so objectionable about the same 


measure of instability at the higher end? 
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TORONTO, ONTARIO 


(Frawley ) 
1 
2 | 
A. AS & maximum? 
3 
Q. Yes. 7 
4. 
A. Well, I do not think that the fluctuating 
5 , 
maximum is at all & good thing on the theory advanced her 
6 
because, for one thing, this automatically becomes a 
7 
maximum. As I understand the proposal, any rates above 
8 
that would have to be reduced. Now, if your maximum 
9 
changed I assume that brings in this train, more re= 
“4 ductions to your whole structure changing up and down 
= as a result of just a few rates being changed in that 
S competitive range, 
13 
Q. I am looking at it for the purpose, in 
: this particular questioning, on the basis that this 
43 fluctuating is dynamic. 
16 
A. Yes. 
17 
Q. And what I am concerned about is you live 
- with the dynamic competitive rate structure from day to 
19 
day quite well? 
20 
A. yes, we do-as conditions may require changes in 
ee those rates but this would automatically, as I understand 
a it, change many, many more rates that would really not flut- 
os elev by the other situation at all. 
ee Q. You would expect that the maximum was 
i ' 
| geared to a --- let me take, for the sake of argument, 
as a flucuating competitive structure, then the maximum would 
“a also fluctuate necessarily? 
28 


A. Yes, it would fluctuate and change many, 


29 wf 
many rates. I would think that bore no relationship 


to the rate structure the competitive rates. 
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Q. yes, but there would not be any more 
than one legal rate in effect at one time? 

A. There should not be. 

Q. So what I fail to understand is the fact 
that it is duateske just as often as your competitive 
rate structure changes today, why the fact that the 
maximum would change requirements or not, the maximum 
is not going to change in the rates by any automatic 
process. 

A. Not all of them, but it would change quite 
a number and when they change a competitive rate that 
affects just that particular movement, but under this 


theory such a change, if related into the maximum,would 


change many, many rates all over the place and cer- 


tainly that would be most indésstandapye: 

Qo It seems to me, Mr, Edsforth, that we 
are getting down to its: you are saying while we must 
not change the maximum rate the railway does not like to change 
the maximum rate because we are very happy with 
these maximum rates but we must be free to change the 
minimum rates just as often as the competitive 
situation requires us to do so or we wish to do so. 

A. Your term “minimum vate" there I do not 
think is quite the same. 

Qo Well, I mean the low rates, the competitive 
rates. 

A. Well, they are not the minimum rates, 
they are the maximum we can get to move the traffic. 


Q@. But they are the low rates? 
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TORONTO, ONTARIO 


(Frawley ) 
1 
é As They may be relatively low but not really 
3 low, and in all events, Mr. Frawley, I just say this, 
4 that a fluctuating maximum which, by its very 
5 existence would affect many, many other rates not 
6| really involved at all in the competitive situation we 
7| are meeting, I think that would just be bad all 
8 around, bad for the distributors, bad for the railways 
9 and bad for everybody. 
10 Q. All it would do, a great many rates would 
ik not be affected atall, the maximum would be the ceiling 
12] rate? 
13 A. Any rate below the maximum but supposing 
14/ they were below the maximum as established, then your 
15 maximum changes then they would become effective. 
16 Your maximum goes down and rates that were just below 
17 


the maximum before then become above the maximum and 
18 they change, I think it is the greatest instability. 


I do not think the shipper would know from one month to 


20 another what his rate is going to be, 
21 Q. You complain at page 18134 0f the possibility 
is of applying the 4 Of plus to the 
lowest competitive rate might reduce the maximum rate, 
23 as you say at lines 8 and 9, "all other traffic of 
24 that commodity." 
- A, Yes, that 1s right. 
26 Qo Well suppose you had a rate on X commodity 
27 in that particular area? 
28 A. Yes. 
29 Qo It was just a shade above the variable? 
30 


A. All right, I will take that although I. do 
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TORONTO, ONTARIO (Frawley ) 
not think there are many of those, if any. We 
generally try to get better than a shade. | 
Q. Well, you were yar pany the use of 
my equivocal word fectracratiane? and I suppose "shade" 
is equally equivocal? 


A, I think it is.. 


ried ~ 


Q. That rate ip could not be Heer tuted 
this way by more than 40 per cent under the maximum. 

A. Phat is right. 

Q. But suppose in some other area altogether 
the rate which was competitive or otherwise that was oo) 


per cent of 40 per cent or 45 per cent over variable 


you would not need to do anything about that rate? 


A. Well, I do not know, Mr. Frawley, it would 
all depend on what the rate itself was. Just the mere 
fact that one was something over variable and the other 


one was a greater proportion over variable it would not 


Te KY oar 


necessarily follow that it would not be changed. It 


depends on what your cost may be. You are not looking 
at the cost, you are looking at the rate level. } 


Q. You say you are looking at the rate level?| 
ee That is how the maximum is fixed. 
Q. But you are looking at a rate which at 


all times must return variable? 
A. Variable pilus. 
Qe Over rate return variable? 
A. Plus something more . 
Q. “And-it returns plus in varying amounts? 
A. Yes, as conditions permit. - . 
Q. So if you are applying the Bipeien proposal 


to a rate which is in itself giving you forty per 
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ANGUS, STONEHOUSE & CO. LTD. * Edsforth, cer-ex 19616 
TORONTO, ONTARIO 
(Frawley ) 


cent over variable, then the ceiling, the head room he 
has given you -- it is simple arithmetic -- might be 
80 per cent over variable, it might be a rate of 180 
per cent to variable cost? 

A, It may be but again I say, Mr. Frawley, 
you would have to examine the individual situation to 
see, 

Q. All I am complaining about is the empha- 
sis that you have been putting upon the fact that he 
has chosen to gear his maximum to a rate rather than a 
cost. The rate situation rather than a cost situation 
is all in favour of the railway? 

A. Why? I do not understand how you get 
that conclusion, 

Q. Suppose Mr. Harries had simply said the 
maximum that I mee ee is one that will be 140 per cent 
of variable cost, You have ‘its rate movement, that 
you are going to apply the maximum to? 

A. Yes. 

Qo And he says this maximum for this rate, 
this movement, this haul, this commodity, will be 140 
per cent of the variable cost of moving that com- 
modity, of hauling that commodity, Suppose you 
are moving a shipment of X goods from Toronto to Edmon- 
ton? 

A. Yes. 


Qe And we are endeavouring to put the maxim 


A. yes. 
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Q. And the test is, is this rate 
that is now being charged more than 140 per, cent of 
variable cost, Now, that would be one test but 
that is not Mr. Harries' test, is it? ~ 

A. No, he does not relate it to variable 
cost, he relates it to rate. 

Q. But he says we are just endeavouring to 
cost this particular movement, place a4 maximum on 
this particular movement and instead of saying it will 
be 140 per cent of full variable first you must determine 
the full variable for that movement and he Says; now, 
what is the lowest comparable rate, all characteristics 
being correct length of haul, leadbility and so on and 
the maximum will be 140 per cent of that rate. Now, 

I say at all times suggestion No. 2 that I nave just 
given you is going to be better than suggestion No. l 
which I gaye you a moment ago? 

A. I would not like either one. 

Q. You say what? 

A. I do not think I could support either 
one of them. 

Q- I am guite certain, Mr. Edsforth, that 
you are not supporting either one of them. I am 
simply asking aa if you must not agree with me that 
what Dr. Harries proposes is more liberal to you than 
if you had simply said that the suggested maximum be 
fixed at 140 per cent of variable cost? 

A It may be so in some cases but not 


necessarily so in all cases. 
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Qo ‘Now, I want to pass from that but I 
will just deal with Mr. Harries before going on to 
Mr. Roberts. I want to discuss with you, for @ few 
moments a proposal that Mr. Harries made with ve 
railways to meet internal market competition. You 
recall that? 

A. yes, 

Qe You will find that discussion on page 
18140 and a few pages following? 

A. Yes. 

Qe When that questiond what you would do 
-- I think the original illustration came from 
Commissioner Platt -- in any event, we might as well 
keep to that illustration, that is the Edmonton company]. 
supplied with 4 certain commodity from Hamilton over 
the years moving by rail? 

A. And Calgary also. 

Q No. Calgary came into the picture, 
Calgary is a lot younger than Hamilton, 

A. A little bit. 

Q. That is all I will acknowledge is 
that she is younger, Let us assume now that along 
the way somewhere Calgary starts producing the same 
product and wants to also get into the Edmonton mar- 
ket? 

A. Yes. 

Q. Now, you have been handling the 
business from Hamilton by rail for many years? 


Ne yes. 


Pils a 
c ryAl it ! 
ais +i 


i Oty ea 


“ ; ay ; dud tee 2 go, 


eT) 
ey bo) Wit n beth 
Hi ks ar “4 : y 
: ¥ ; 


P MO, Wey ‘ 
Od. 70. a ry vo3e ad i 


5) ie tae 
ae 4 4 , 


ii. thi «eG | 


me We Hi Ai es 


My ibe Py ye meray SiS ei . Ne 
Snes - ta iY ay a . iy 


ihe [ ah 
ed I 
tome \ a 
{ a1 ‘) an: ‘ 
f ¢ pou Fey Ya We sei 
i iy . TR Ye a is. Orr 5 
tm 4 , 
ii f ~ 
pei i } yh i 
j) i i \ Y 
; hi i 
‘a 
; + ee 1m 
a . i i 
Lr) 
k ; } Atteas! ‘ 1 
’ ey | a 
; ; 
‘ ‘ | » oF r t i 7 a i 
t : i Hd it, 
y wy ony j ii ND AS Le eh 
. j - : 
7 
i ; 
5 Lid if 
21 | 
{ vane # uy j , a a ad 
; yl ia 14 fet | 
ia OY | CS Ae ee A es cee 
\ K 
{ 
a) | Hi Bray , 4 i i aia y 
; m ; i y i 4 done eae i : 
{ r whey A MD f le Pi tx 
; he ‘ (RIM Nal a ak; rt 
i ‘ aNd ie ee 3 
; { ed 
‘ : 
i } aid 7 h | 
‘ i ih ; 
ad ' ut ae ” Pe 
LM . ’ Nab I Pa $ ro "hs i (i! \ , 
f j eal 
| 
t 
| by 
: | 4 4 
f A 5 Aa A 7 eh 14) ip a f 
j / Vath ae a f : } 
; , ‘a is j if iM : H ‘oa tr vy ye 
ys i Ti WAP a 
. 7, Bs ahs Ue aq 
{ 
: i ie +4 y AY tf ; 
j ‘ i ' ; af 
. et 4 ‘ bf ; i 
MM i ! 4 : I hs i Pai ( vf gaa : 
.}) ‘* yi Hy ‘ f Hy! gah yy Any : Phd geen t ett iy 
{ or uy ) x ; i me rae fk ue petday Hom a " f i a ® ye 
yo, ct a ; 
i a Peet 
; uy ah, ie ; 
by t ' bs Wer fi A stk ; ft ’ 
{ j j nm 
{ t fi . i, 
ar i J 
i } 
{ aby ’ i i ell, i if 
Py ; ) iP Lites tL ..4 s q Like) 1 Vasey tee ut! is Pyien A ei Ya 
p ou tha fig “9 i i i i I ‘ rd, | : 
ay Mf ’ meer t Ni Met May) WOU ORR AR Moe 
Tail pe iy \ 
(AR BE han fs 
i } 
; < 2 i 
ea A ie ce oa ia J ee pir ae ee oe een ¥ he 
Pe 8 aN es ol MR NT Speirs ee ae lh ik Py a j toh: ‘ray eB 
" ie Di we 4''No aft von" ‘ hs hy iy gl aa 
‘ ‘ A 6 t Hh - 
My : i Puy i i 
j aa 
ye } ae 
j 
y ‘ » 
, t ‘ " f id 
) a { t Dh dhs ihy 6H he 
i 
; 
tw 
‘a. j A i ELE T le an Le ie 7 
4 A ih a) “ We? 
7 isin ih 
+) * 
aA 4 ii ’ 
' no 
¥ i 
rm i , bY j 
j i it 1 Thy os eo ae ee ee 
2 GA ou Bent Oy eater acta ale 
, j i 


ante. 
Hy . 


bed 


a 


ao OU6Un;, 


\o 


10 


ANGUS, STONEHOUSE & CO. LTD. Edsforth, cr-ex 19619 
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Q. Now, what you say is that if the movement 
was moving by rail from Calgary that you would carry it 
by rail and if Hamilton said to you, "Well, I want you 
to help me hold that market in Edmonton as against the 


"you would say, "No, I am very 


supply from Calgary, 
sorry, I won't do anything for you at all"? 

apt There certainly would be no justification 
in changing the rate from Hamilton, 

Q And you would not change it? 

A. No, we would not, not on those grounds 
certainly. 

Q I have never known you to speak anything 
other than forthrightly and you mean in those circum- 
stances you would say, however much it would grieve you, 
you would say to the shipper in Hamilton, "We will not 
give you a better rate, we will carry it on the rate 
you have now and if Calgary beats you into Edmonton 
then that is too bad"? 

A. Well, that is because they are ina 
geographic position to do so and as long as their rates 
are on a comparable level we would not do anything in 
Hamilton, 

Qs And you say there is no doubt about 
it and if the situation was presented to you in that 
way that is what you would say. You would be content 
to give up that 2000-mile haul for the 200-mile haul 
from Calgary to Edmonton and you would not bat an eye 


about that, you would say that is the way it has to be? 
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ANGUS, STONEHOUSE & CO. LTD. Edsforth, er-ex 19620 


TORONTO, ONTARIO 


(Frawley ) 
1 
2 
A, Well, I would not be happy about it, I do 
3 | 
not like giving up any traffic but if that is, the way 
4 
| the situation was, the Hamilton man eould not compete, 
5 
that is something we could not help. 
6 / 
Qe And although that long haul would mean 
¥ | + 
keeping Canadian factories busy that you are very prone 
8 , 
to tell us about when we are talking about rates to the 
9 
west coast, that would go by the board and you would 
10 
just tell Hamilton you could not do anything for them? 
11 
A. They would have a factory busy at Calgary, 
12 
presumably. If they are shipping the same goods in the 
13 
| same quantity what difference would it be? 
14 ; 
Qo In using the Calgary example, in what 9 
15 
you say, I find it hard to believe you would do that. 
16 
I am not suggesting that I am disbelieving you but 
17 
t find it very difficult that you would be able to re- 
18 
sist the pressure from that Hamilton traffic manager. 
19 
In any event, let us get away from that, that is what 
20 
you say you would do? 
21 
A. If, and let us be clear about that, these 
22 
were the only two competing forces in the Edmonton 
23 
market . If there was an additional competing force 
24 
we might have to do something about both but that is 
25:1! 
i a different picture. 
26 | 
Qo All right. If the Calgary man found 
ZY 
that his product was a product which lent itself to 
28 
highway transportation? 
29 
A.., Yes 
30 


Q. And he began to ship his products into 
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ANGUS, STONEHOUSE & CO. LTD. Edsforth, creex 19621 


TORONTO, ONTARIO 


(Frawley ) 

1 

2 Edmonton by highway then you say that you could give 

: the Hamilton shipper a rate which would enable him 

: to hold that market of his in Edmonton? 

: A. Or to meet the changed condition, I 

: cannot give any kind of rate that will hold the market, 

‘ that is up to him and all I would be doing would be 

: putting in something to meet carrier competition. 

Qo That is a nasty word and perhaps I 

A should not have said it. What you are saying is that 
il you would then put in a rail rate, you would adjust 

_ that rail rate that he had been using for a good many 
? years so as to meet the highway competition? 

i A. The changed circumstances. 

A Qo From Hamilton? 

Ss A, That is right. 

Qo And then you say that would meet carrier 
“ competition? 
ae A, That is right, because that is what it 
he is. 

et COMMISSIONER ANSCOMB: Could I interrupt 

ci because I am so anxicus to know what this is. I under- 
fe stand yoy to mean that if I was manufacturing in Hamilto 
an and shipping into Edmonton and somebody opened a 

*) plant in Calgary and ships by rail that you will give me 
saan a rate that will land me into Edmonton the same as the 
7 man from Calgary? 

A. Oh, no, sir. 

a Qo What do you mean? 

se A. All I mean is we would give the break to 
30 


the man at Hamilton, adjust to reflect the changed 
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ANGUS, STONEHOUSE & CO. LTD. Edsforth, cr-ex 19622 
TORONTO, ONTARIO 
(Frawley ) 


conditions. In other words, let us say for instance 
that the man from Calgary to Edmonton had been 
shipping by rail to Edmonton at 50 cents and he gets 
a motor carrier rate of 35 cents, a 15 per cent return, 
then the man at Hamilton says, "I would try to compete 
here but now this man has a 15-cent advantage on the 
transportation cost which puts me out of line," 

Then we shouldmake an adjustment from Hamilton, we may 
take 15 cents off the rate, 

THE WITNESS: This is the relative charge 
went down 15 cents the same as from Hamilton and 
Calgary. 

| COMMISSIONER MANN: You do this to maintain 
the differential in dollars and cents between the two 
producers? 

A. yes, that might be one way. I do not 
say that is exactly the way. 

COMMISSIONER MANN s That would be the goal 
that you would have in mind? 

THE WITNESS: ‘Yes, 

COMMISSIONER BALCH: And the adjusted rate 
from Hamilton would have to be compensatory? 

A. Om, definitely, it would not be made un- 
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ANGUS, STONEHOUSE & CO. LTD. Edsforth, CY .eG@he - U9bEY 
TORONTO, ONTARIO (Frawley ) 


MR, FRAWLEY: Q. ‘That is not exactly what 


#) 


I was thinking about. I was giving you an instance of 
where you had been shipping in and ae the 
Hamilton goods for many years with nothing manufacture 
to compete with it at Calgary at all. 

A, Leese. 

Q. Or in Regina or Winnipeg or anywhere 
along the line, Then, Calgary discovers, through 
dint of some capital coming into the area, and someone 
undertakes the manufacture of that same product and 
you have the same receiver in Edmonton and the same 
Edmonton market: Now, if the Calgary man starts off 
by shipping rails, obviously he ean ship by rail more 
cheaply from Calgary to Edmonton than the Hamilton 
man? 

A, That is so, 

Q. Then, the Calgary man comes in new but 
the Hamilton man sees that his market is lost that he 
has built up over many years? 

A, Yes, 

@: And he says, "I want to stay in the 
Edmonton market against this man in Calgary who has 
just begun"? 

A, Yes, 

Q, What do you do to him? 

A, I say that I am sorry but I cannot do 
anything to help him, 

Q. Nothing at all -- no adjustment at all? 


A, In the freight rate? 


ines 


a 


ei eS wade ne ae 


Py 


s es % aint a! 5 peus a, : 


Tad OB Lanaeat aiteiton " “age 


we RN Fe | 
bt 
ieee 


¥ be) | 
, 
a ' & 
. a Oe oe h yf oy ot yy hn WA + 
a Wh ih ni hs hy he yy Pe a el 


‘“ ee f 4 LF ty 
OF ek: on tae 1a vat inl 


_ } 4 
meh Gee 
nat man had sl * 


i t , 7, qi Sah ah Li ihe Oh ie h 
| Niet e my Aye rey > Pe ek ae uP vk 
Pa : Fee RD. AAR RCN Rg a Ne ai tt BG ° iby pm 
1 uy 1 f af 4) . a] 
i : yan uf 
' J ie \ t pay / F iyi Wey 
H As ot Wary yh dy . bag de, |) ERR yg Mag Oi tan eae 
ce Neat | Ht tt ey) Meee Pht OY fe ey Niger EE ll i ie ae a 
ee j ( bly sah Wea rt pes hs 4 Wie Oe fh, Onde, bakonnys He a 0 “he 
i , I if “y } ' , 7 r 
i ioe’ iat % er F mn ; PMO \ i 
il Mite 4g ca Chae Nm an Orci i Tu vik! he ev eer 
? Bt i 
“J i 
i \ ‘ 
i) ' i y " ‘) U 4 wer ~~) 
9 ; hee | , Yee ee Oe aa 8D 
\ ‘ Yond we I A ; y iy ‘ i, bakes ij fy i. 
j ‘ } 
i : 
% y He 
i \ 
| j 
i 
, i : 
| ‘ aun wit), sae A ; 
i pe I i Ue Ai ee j 
: , j OSA 
§ ) 
| ; 
wei) See pie Fas diel \ie eit teh amy ey) , Mi aaa dle:, Penne ; erent oy 
7 be J hy i i Saye , j VEN ry ae Pa oa ies ea | 
} ihe , Sire sbi fem inh AHL ay ON ae ‘ EE gts 0 a 1 myth ye 
{ ; | } ; EVs t 
oo ‘ f " ( i i tren, 
Wi } t Wiles { i ; ff tee f 
yap i i wi tinh eto ¢ Po f if a a ey ee ui ere | ‘ rower N are a y ie betes 
; ¥' hee é ; “ Gos I lee ary a Cs A eR ee ‘ 1 i | : te a) 
oA Wi nie na Pt aan sad hii NOT URS be Tat Ngee eae met if bit bis a ond ; 
i f : ‘ j if F y Cie Late 
} ; , 
4 a he} it DE 
{ it rey “ ‘t 
Wi ak fit, ed ‘eh pw if 4 , ae 
{ ae iat Mh OME nam pF owe G oy er 
| } 


ni Pears vb 


* D 4 ne : ! 
a} ‘ - y Ss fe ; hag +O f fy Tet eae (ate he A Bit dk 


woe mare (ya oR Re we ~The | bral bit bah. ie iy ahha ae | 
i oy oe a ab oF f Ph rt 2. ; Ral Wy meV Milas DM, 7] w Sais 
| ' Mn a 
re 
; ; i 
{ 


a 
= 
_ 


hh ii) 
i 


j 
ag ot 


7 coarser 


ANGUS, STONEHOUSE & co.tto. EHASforth, cr.ex. 19624, 
TORONTO, ONTARIO (Frawley ) 


Q. Yes. 
A, No. 
Q. Nothing happens at all? 


A. No. 

Q? And you just let that Hamilton man 
lose the business into Edmonton? 

A, Well, It is not a case of my letting him 
lose the business, The fact the business is being lost 
is because a new supplier has started up at a point 
nearer by. 

Q. And you do not do anything for him at 
all? 


A, Not under those conditions. 


1 
2 
3 
4 
5 
6 
7 
8 
9 
10|, 
11 
12 
13 
14 


15 Qi Now, the other condition is present, 
16 and the man is shipping by road and not by rail -- 

17 from Calgary I mean, 

18 A, By highway? 

19 Q@. Yes, and you say, “I will let that man 
20 ship by Hagar but I am going to give my man ..." 

21 and this is a new movement by highway; you have never 
22 had it, and you are not having it now. 

23 A, of course, we would try to get it if 
24 we could. 

25 | Q@, Yes, but assuming he held to the highwa 
26 transport. 

27 A, All right. 

28 Q, The Hamilton maiomes along and says, "I 
29 have lost my als account in Edmonton". 


30 A. Yes. 
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ANGUS, STONEHOUSE &co.tTo. EdSforth, cr.ex. 
TORONTO, ONTARIO (Frawley ) 


19625 


Q. "And I want ee to do something for en 

A, ver.. 

Qe What would you say? 

A, And one of the reasons he has lost it 
in part -- not in total -- but in part, is that the 
man is getting a lower rate from Calgary over the 
highway, and that is something we can give consideratior 
to. 

Q. A lower rate ~- no, he is not getting 
lower than anything: it is a first time rate, 

A, He has got a lower rate than he would 
otherwise get by rail on the same basis as the Hamilton 
man. 

Q. No, I am not assuming that. I am 
assuming he has got an ordinary, reasonable highway 
rate which may be exactly the railway rate if there 
were a railway rate there, but he chooses to give it 
to the highway for some reason or other -- he may have 
a highway subsidiary, or anything you like to imagine. 
-~- and the Hamilton man says, "I do not want to lose 
that good account in Edmonton; the market is still ther 
and my receiver is willing to buy, and can you do 
nothing for me at all?", and you say, "I cannot do 
anything at all"; is that right? 

A, If the man is shipping by highway. 

Q. The Calgary man is shipping by highway. 

A. TI think then we can do something for him 
on the basis of the highway competition, yes. 


Qe On the basis of the highway competition? 
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ANGUS, STONEHOUSE & co.tto. Edsforth, cr.ex, 19626 


TORONTO, ONTARIO (Prawiey) 
1 
2 meee y 
3 Q@. Well, I can see something you could do 
4 for yourself: you could start hauling iP oes Calgary, 
5 and I would think that is exactly what you would do. 
6 mi of course, I would, if I got a proper 
7 rate, 
8 Q@. And according to your scheme of things 
9 you would again turn your back on the Hamilton eae 
10 | A, I do not know there, but probably you 
11 would have to unless the truck competitive rate had 
12 made a very substantial reduction. 
13 @. So, you might meet the highway 
14 competition -- you would endeavour to meet it? 
15 A. Yes, 
16 o, And at the moment that has nothing at 
17 all to do with your Hamilton man? 
18 A, Not at the moment. 
19 Q. It has to do with your own traffic 
20 between Calgary and Edmonton? 
21 A, Yes, 
22 : And vouuioad make every effort to get 
23 that traffic on the rails? 
24 A, Yes, 
25 a And if you did that, I put it to you 
26 | you would probably have a bigger net than bothering 
27 at all about giving the Hamilton man an adjustment? 
28 BY That would depend on circumstances, 
29 ~ do not know what the net would be. No one can tell, 


30 but I would think not. I would not think the bigger 
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ANGUS, STONEHOUSE & co.tTto. EdSforth, cr.ex. 19627 
TORONTO, ONTARIO (Frawley ) 


net would be there in the aggregate, 

Qo But not meeting internal market 
competition, as soon as-you get that traffic on your 
rails then the Hamilton man is shut out of any 
possibility of getting an adjustment; just by doing 
that you just lost the business from Hamilton to 
Edmonton? 

A, Not necessarily, of course; the man 
might still keep in the business, That would be 
something he would have to do. 

COMMISSIONER BALCH: Mr. Edsforth, should 
you have to reduce, we will say, the rail rate from 
Calgary to Edmonton because of the competition of the 
trucks? 

A. Yes, 

Qs Would you then take an opportunity to 
reduce probably from Hamilton to Calgary? 

A, Well, Commissioner Balch, we might. 
That would depend a lot on the circumstances, but I 
do not think we would necessarily, because after all 
it is a competitive situation in one part of the 
country and not affected in the other, I do not think 
we would. 

MR, FRAWLEY: Q., I have another question 
I would like to ask you: you say if this was moving 
by highway from Calgary to Edmonton you would do 
everything you could to meet it and get it back on 
the rails? 


A, From Calgary to Edmonton? 
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Q. Yee. 

A, Oh yes, of course, providing we could 
make a profit on it. 

Q. Well, this is a sort of a subsidiary . 
question: supposing Deneh of Canada had that business; 
would et endeavour to get it on your rails? 

A, I think we would meet truck competition 
whatever it is, whether it is Deneh or anybody else. 

Q. I thought you were now endeavouring to 
correlate truek and rail? 

A,° Well, of course, we are trying to 
correlate truck and rail, but even so we would meet 
truck competition whether it is Dench or any other 
earrier, because by and large they charge the same 
rates, 

Q. You are not asserting that there is 
any misallocation of resources in moving goods on that 
highway between Calgary and Edmonton, and that they 
should be on that rail line that parallels it? 

A, I do not quite understand how you would 
consider that misallocation of resources. 

Q. I would think you would just leave it 
right there with Dench and you would be quite satisfie 
at the end of the year the profits would be going into 
the general till of the CPR and you would not be out 
to take that business from Deneh; is that not what you 
would do? 

A. No, I do not think so, 


Q, What do you have Deneh there for -- 
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to go and get an account and take it away from them? 

A. No, of course not. Densh is there for 
other carriers, We cannot always meet et se competition 
you know that. We cannot always meet their rates on 
certain hauls; we cannot always meet their service. So, 
this is another type of transportation we think we shoul 
be in because they have certain advantages that rails 
do not have, and ae versa, 

Q. But if there was highway movement there 
and in that particular posture of things the Hamilton 
man said he wanted a rate, would you give him the rate 
because you are saying you want to meet that highway 
competition from Calgary to Edmonton? 

A. I am not saying necessarily we woulda do 
it, but I think it would be proper to do it if there was 
advantage in it. I would not say we would do it 
automatically by rule of thumb, 

Q. I put it to you if that situation came 
about you might be meeting the carrier competition and 
the Hamilton shipper would be meeting the market 
competition? 

A, That could be, 

oO. And in the face of that, if that is the 
real economic fact, I do not know what you mean when 
you say that you are not meeting market competition? 

A, Because you have just said yourself 
the Hamilton man is meeting that -- not the railway. 

Q. You are the instrument of allowing him 


to meet it? 
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A, All we are doing is meeting carrier 
competition, 

em But it is Tweedledum and eedvan cee). 
You put your blinkers on era say, "I am just meeting 
the carrier competition", but knowing that by doing that 
you are enabling the Hamilton supplier to meet the 
market competition in Edmonton --- 

A, I do not allow the Hamilton supplier to 
do anything, He does what he can himself because 
transportation costs are not the only factor between 
getting and losing a market, 

Q. Let us take another example: suppose I 
have a plant at Hanna which is a Canadian National 
local point, and Mr. Mauro has a plant at Wataskawan?. 

A, Yes. 

Q. And that is a local CPR? 

A, Right. 

QY And we are both seeking entry to the 
Calgary market with some commodity that we both make? 

A, Yes, 

I And suppoing that the Canadian National 
reduced that rate from Hanna to Calgary for some reason 
zood enough to themselves. 

A, You mean bring it down below -- you are 
assuming that initially --- 

Qe I am assuming -- I am sorry, I should 
have said that, because making a rough approximation, 
Hanna is about equidistant with Wataskawan from Calgary. 


A, Yes, and they are both moving at the 
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Same rate, or at the same rate relative to distance, 

Q, The same level of rates, yes. 

A, | ees, : 

Q. And they are both able to get in and 
share the Calgary market, and you are able to help the 
Wataskawan man, but you could not care less about the 
Hanna man, and, contraryewise, the Canadian National 
is anxious to get the Hanna man into the market, 

A, Yes, 

Qe In that situation Canadian National 
reduces the rate from Hanna to Calgary. 

A, As a normal rate -- not to meet truck 
competition? For what reason? 

Qe I can certainly assume, knowing the 
geography of that country, Hanna being out to the east 
of Calgary and Wataskawan to the north, both on 
excellent highways -=- let us say it is reduced to meet 
highway competition, if you like, 

A, wes . 

Q. I put it to you that you would 
immediately reduce the rate from Wataskawan even though 
you had no threat of highway competition there, 

A. If the rate from Hanna was reduced to 
meet highway competition? 

Qe Take it on that basis, yes. 

A, And yet there was no highway competition 
from Wataskawan? 

Q, There is a highway there, but assuming 


that you were not threatened at all with highway 
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competition: I put it to you that as soon as the CNR 
from Hanna went down, you would put the rate down from 
Wataskawan? : 

A, I do not know about that. That is 
something we would have to judge on the circumstances, 
but I would say this, that if there isa movement taking 
place in volume from both points, and there is motor 
truck competition from Hanna, they would very likely 
get it from Wataskawan if there is a highway there. 

Q Well, suppose there was not motor 
competition; suppose the shipper at Hanna convinced 
the Canadian National that he did not have the economies 
of scale that the man at Wataskawan had, or some other 
reason, and he began to see the loss in the Calgary 
market, and he convinced the Canadian National they 
had better give him a better rate: that is all that 
happens and the rate goes down 15¢ a hundred . 

: A, The Canadian National give him a better 
rate so he can beat the Wataskawan man out of the 
market -- I do not think,.they would do that. 

Qo You do not? 

A, No. 

Q. Well, I do not know why ~- if they are 
running an independent railway, I do not know why they 
would care about that supplier in Wataskawan, 

A. They might care about it, but, after all, 
they have got a normal rate and they would be then 
what you might say meeting internal market competition 


if they reduced the rate so he could beat out the 
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TORONTO, ONTARIO (Frawley ) 
1 

2 Wataskawan man, 

3 Qs Well, perhaps we are getting at the 

4 root of it. ; 

5 A, I do not think they would. 

6 Q. Suppose the Hanna manufacturer convinced 
7 the railway that he was not having a rate that he needed; 
8 suppose he had an increase in his plant wages or something 
9 of that sort -= something had happened to distort his 

10 | picture, and he asked the Canadian National to give 

11 him a better rate to even hold what he had in Calgary. 

12 A. : I do not think they would. 

13 ay T am asking you to assume that they have 
14 given him a reduced rate. 

15 A, I see, and it is not marked competitive? 
16 Q. Let us take it on both footings: say it 
17 is not marked competitive; what would you do up in 

18 Wataskawan? 

19 A, I think we would certainly reduce the 

20 rate to the same level, because they had the same 

2A rates before. 

22 Qs Suppose they gave it to him to meet 

23 some highway competition ~=- some competition that becam 
24 actual rather than potential, at Hanna, and it was only 
25 potential -- it is always potential; any half mile 

26 between Edmonton and Calgary is potential highway 

27 competition? 

28 A, Yes. 

29 Ox And I put it to you they meducea auniree 


30 Hanna to Calgary based on truck competition: again, 
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= TORONTO, ONTARIO (Frawley) 
‘ 

2 I say you would reduce that rate, 

3 A, From Wataskawan? 

4 ae To Calgary. ; 

S| A, There is a likelihood we would »ecause 

6 I think motor truck competition would be there, ‘and, 

7 if it was not, it very soon would be, 

8 Q. Mr. Edsforth, I am not doing anything 

9 more than just putting a little bit of flesh on the 

10 | bones that you got from Mr. Commissioner Mann the other 
11 day, and I am reading at page 18143, and Mr. Commissiondr 
12 Mann put that to you. 

13 A. Yes. 

14 a0 And at page 18143 you said, "Well, I 

15 think in that case then a reduction from the other 

16 shipping point would be perfectly justified." 

17 A. And that is what I have just said to 

18 yOu. 

19 a. And I put it to you you are doing 

20 nothing else but meeting market competition, and so 

21 long as you have another railway --- 

Fae A, No, you are not, because you are not 

23 giving one man an undue advantage over the other. They 
24 have both got the same haul and they are entitled to th 
25)! same level of rates in that case. 

26 | Q. It may be carrier competition to you, 

27 but it is market competition to the shipper, I put it 
28 Co you? 

29 A, That may very well be, but I do not 


30 know what your point is there, Mr, Frawley? 
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Q. You say so long as you are deliberately 
not meeting the market competition, even though you 
are enabling market competition to be mee thet is not 
meeting market competition? 

A, Wait a minute; I do not quite follow 
that question. 

Qe You maintain that you do not as a railwa 
meet market competition? 

A, Not internal market competition. We 
meet outside market competition ~- external? 

Q. Internal market competition, you say 
you do not meet? 

A, That is right. 

Q. I say you create rate situations which 
enables market competition to be met. 

A, eueh as what? 

Oe Well, such as the man in Hamilton holdin 
his market in Edmonton against a new supplier in Calgar 
-- that is meeting market competition. 

A, You mean to say we would adjust a rate 
from Hamilton to enable him to do that? 

Qe Yes. 

A, Well, I should say to assist him. 

ar But you say you do that? 

A, T do not; I say we would not. 

hd. You say you would if it was moving 
from Calgary to Edmonton by highway? 

A, I say we might; it would depend on 


circumstances. It does not automatically follow. 
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ANGUS, STONEHOUSE & CO. LTD. Edsforth, GPF. Gx. 19636 
TORONTO, ONTARIO (Fravwl. éy ) 


Q. And if you did thy then the supplier 
in Hamilton would ethos ony enabled to hold his 
market in Edmonton? 

Ce He may or may not; all we meet is 
carrier competition. 

COMMISSIONER PLATT: Just one point on that: 
I am a fellow in Calgary and a smart salesman comes 
in and talks me into buying my own trucks -- perhaps 
for advertisement value or perhaps because I look 
stupid, but for whatever reason it is -- and I buy thes 
trucks: does that make any difference to the rate 
from Hamilton to Edmonton? 

THE WITNESS: It might well, Mr. Commissioner 
Platt, yes; that is to say, if you were handling your 
own goods from Calgary into Edmonton which perhaps 
had not formerly been moving by the rail, yes, I think 
that could be a reason for us making an adjustment in 
the rate from Hamilton. It would not necessarily 
follow, but it would give us a reason for doing it. 

MR, FRAWLEY: Q. And what would you call 
Ghat? 

A. That is meeting carrier competition, 


Carrier competition is private carriage. 


~-« A short recess -<--+ 
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ANGUS, STONEHOUSE & CO. LTD. Kdsforth, cr-ex 1963 
TORONTO, ONTARIO (Frawley ) 


THE CHAIRMAN; Order, please. 

MR, FRAWLEY: Q. Mr. Edsforth, I would like 
now to discuss with you a little bit the memorandum of 
Dr. Roberts? 

A. Yes, 

Qo If you will look at volume 109 and there 
at page 18148, without reading it all, I simply put it 
to you that there you take the position that the pre- 
sent system of testing rates was not circular; did not 
suffer from circularity? 

A. Yes, that is right, Mr. Frawley. This 
circular test of reasonableness, or something, I 
think they called it. 

Q. I will just read this to you, from page 
18148, starting at line 6: 

dae That is right, I remember that. By that 

I think they mean we just went around in 

a circle comparing one rate with another | 

and getting back to where we were but that is 

not testing a rate in the way I had in 

mind. Waat I had in mind was to maintain 

a reasonable relationship so your structure 

will not get all out of balance." 

A. Yes. 

Q Mr, Edsforth, isn't that precisely the 
eircularity that Dr. Williams and Dr. Roberts were 
pointing at? 


A, I do not think so, MP. Frawley. I do 
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2 not believe it was. I think that -=- and, perhaps I 
misunderstood them --- 
: Q. I put it to you another way. Both 


rates, you say both rates -- that is, what we might 


6 call the suspect rate and the rate being used for 

7 comparison -- both rates are reasonable, according to 
8 your test, so long as they are reasonably related? 

9 A. No. I said -- that is only part of it, 
10 


I think in my evidence, Mr. Frawley, I gave several 

11 things that were a proper test of reasonableness. I 
La said comparison of rates was one, but that is not the 
only one. 

14 Q Oh, yes, and I want to examine those 

15 other things that enable the traffic to move freely 
and make the maximum net revenue contribution. 

17 As And make sure they were not below their 
18 costs of handling, plus their contribution, and a 
reasonable ceiling above. 

20 Qo I put it to you as you explained it 
there in answer to your own counsel there, you are 

22 saying that these rates are reasonable so long as: each 


23 one justifies the other? 


simply a comparison of one rate with another, and then 


24 A. No, I did not say that. What I did say 
* | there was that what Dr. Roberts had said, and I think 

26 | Dr. Williams too, perhaps =--= 

27 Q, Yes, I think you will find that they 

28| are together there. 

29 A. @--=- a circular test of reasonableness was 
30 
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that with another, and that was the beginning and the 
end of it, but that is not so. I said, yes, we do 
compare rates with other rates to make sure they are 
in their proper relationship with those other rates 
and in the rate structure, but that does not stop there 
Mr, Frawley. That is the distinction I make. 

Q. Oh, yes. 

A, Traat is not the only test. 

Q They did not accuse you of any circularit 
of reasoning when you said the rates must be such as 
to maximize the revenue contribution and the rates 
must be such as to keep the traffic flowing freely. 
They simply put it to you that you were guilty of 
circularity of reasoning, that the old traditional 
test was unsound, because you were simply comparing the 
suspect rate with a rate you selected from the structure 
to compare it with. 

Frankly, I thought when I read it that Dr. 
Williams or Dr. Roberts or myself could not Rave put 
it better or more clearly than you did: 

"What I had in mind was to maintain a 

Wenn ant relationship so your structure 

will not get all out of balance." 
Let me put this to you, What is there in the process 
that you use that tells you if both rates are too high? 

hs Well, I go on to spell out the other 
tests that I talk of, Mr. Frawley. 

Q. Suppose that both keep the traffic 


moving; both maximize the revenue, so then they are both 
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ANGUS, STONEHOUSE & CO. LTD. Edsforth, cr-ex 19640 


TORONTO, ONTARIO 


(Frawley ) 

| 

4 all right, aren't you just lifting yourself up by the 

4 boot straps again? 

‘ A, No, ad do bP oaieete so at all. 

: Now, your test of reasonableness is 

6 not only as to the maximum level; it is also as to 

q the minimum level. The rate must be both reasonable 

: to the railway and to the shipper. 

” Q It must return variable plus something? 
10 A. Plus its contribution, yes, and also --- 
i Qo I was not really down in that basement 
a at all; I wasup somewhere on the first floor, anyway , and 
we were talking about those nice rates that move farm 
i machinery from the border into Calgary and Edmonton, 

- Those are just as good as any; if they don't serve 

a any other purpose for western Canada, they afford me 

i an excellent example from time to time when I am 

+ talking about what is wrong with the rate structure. 
La If you were going to examine those 

a farm macninery rates from Coots -= I don't know whether 
a you take any from Coots or not == some by Emerson; some 
a by Northgate and so on; you have been accused (whether 
23! before the Board or just in conversation) that those 

ae rates are too high. But you tell me they are not too 
“ migh; they fit in very well with the rates on oil well 
uf machinery, or any goods of that general character in 

ai the durable goods industry -- if I migkt be so bold 

a as to venture into that language, In any event, that 
29 


is how you compare them, You look at the farm 
30 
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ANGUS, STONEHOUSE & CO. LTD. Ed sforth, er-ex 19641 


TORONTO, ONTARIO 


(Frawley ) 
1 
2 
machinery rates, and then you say, "Now, if you 
3 
look at these rates over here, Mr. Frawley, you 
4 
find those farm machinery rates are not out of line 
5 
at all"? 
6 
A. We do not say that at all. That is 
7 
not the only test, by any means. 
8 
Q. That is not the test by any means? 
9 | 
A. That is not the only test by any means, 
10 | 
I said. That might be something you look at. You 
11 
would, of course, look at the amount of traffic; its 
UZ ; 
| loadability and all those things -- its value. All 
13 , 
those things are tests, not just comparing one thing 
14 
with another, . 
15 
Q. And if they all kad similar loadability 
16 
characteristics; if they all had similar value character 
17 
istics, and if they all had about the same length of 
18 
haul, you say that proves they are reasonable rates? 
19 | 
A. If one is reasonable, the other is, but 
20 
that is not the test of circularity. 
ZA 
Qo Tmat is right. But, as I said before, 
22 
are you able to answer that question, Mr. Edsforth, 
23 
before I leave it. What is there, in your process, 
24 
to enable you to say if they are both too high? 
Zo | 
| A. Well, as I say, you Mave examined the 
26 | 
goods themselves; you had looked at all those factors 
27 : 
that I have looked at, and you see what their loadbility 
28 eas, . 
is; waat the rate level does for you == does it return 
29 


you something over your cost; is it below the cost rate 
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ANGUS, STONEHOUSE & CO. LTD. Edsforth, cr-ex 19642 
(Frawley ) 


ceiling, and is it reasonable in relation to distance? 
Taose are all the things you must examine, _,, 

Q. You would ask the same questions of 
each group of rates; and, if wkat I might call the -- 
there is a technical word for it -- one we will call 
the "suspect rate", and the other, perhaps the normal 
or standard rate, the rate you are using for the pur- 
pose of testing. 

But, in any event -- the key rate. My friend 
Mr. Cumming suggests the "key rate”. If you would 
judge the suspect rate in the light of the key rate? 

A. Well, =--- 

Qo If they all had similar characteristics? 

MR. SINCLAIR: Whaat is a "key rate"? 

MR, FRAWLEY; Well, my friend has just sug- 
gested -- I just picked my friend Mr. Cummings’! word. 
I was just trying to find a word to describe this. 

Q- Tame suspect rate and the rate by which 
you were seeking to test the suspect rate --- 

A. By "suspect" do you mean it is a rate 
that is suspected of not being reasonable? 

Q. The rate that somebody would suggest, and 
I would eatctans it again -- the farm machinery rates 
coming from the border points to Calgary and Edmonton 
are certainly unreasonable because they are too high 
over maximum and over cost. Tmat is wmat I say. You, 
not being in-that world at all, you say, "Ok, no, we 
will compare those farm machinery rates with some other 


rates of a similar kind -- loadability, and all other 
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shipping characteristics -- value <--=" 

A. We will consider them in and of them- 
selves, too; all their own loading characteristics, 
what we get on a car, the kind of equipment we use. 

Q. You never compare them as to how much 
of a contribution to overhead they are making one 
against the other? 

A, We might look at that, too, Mp. Frawley. 

Q. We will leave that question of circularity 
and come to what you say on the same page with regard 
to moving traffic, and you say just a little further down 
the page, at line 20: 

"  . . @ reasonable mwte is one that must at 

least meet the variable cost of handling 

the traffic plus something more." 
That is fundamental. If you do not do that you would 
be in trouble under Section 334 of the Railway Act? 

A. We would be in trouble financially, too. 

Q yes, you certainly would. If you had 
too many of those, the auditor would be wondering what 
happened to the freight department. It does not seem 
to knock him off the seat when he looks at the passenger 
rate receipts, but that is something else. He knows 
that the freight is always there to carry along the 
passenger. 

A. Some of it, anyway. Not all,.of At. 
There is quite a section that does not. 


Q. I suppose that Twe Canadian on a good 
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hot summer day does very well for itself, I suppose? 

A. I was not talking about The Canadian; 

I was talking about the freight rates, and specifically 
the rates on the grain that do not carry their load. 

Q Oa, I see, I was thinking about 
passenger, and you were thinking about grain. It just 
goes to show how we are worlds apart. 

Now; Mr. Edsforth, you say there, going 
ona& line 20 on page 18148: 

"That is, as a minimum =---" 

That is, that you have to get back your variable cost? 

A. Plus a contribution, 

Q. "Taat is, as a minimum, and above 

that it skmould be at a level which will 

enable the traffic to move freely and 

make the maximum net revenue contribution," 

A. Yes, 

Q. Now, it seems to me that you think, 
having said that, that that objective is an objective 
that is good for the railway? 

ee Yes. 

Q. And it is also in the public interest? 

A. Yes, I would certainly think so. 

Q It serves the public interest? 


It serves the public interest. 
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And you think, therefore, that those two 
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concepts -- that is, the fact that those characteris- 


tics are good for the railway, and what is in the 
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public interest -- that they necessarily coincide? 

A. You mean that what is good for the 
railway necessarily coincides with the public interest? 
Is that what you mean? 

Q. I was just wondering what your --= 

MR, SINCLAIR: Call it Wilson. He got 
into trouble on phrasing it like you. 

MR, FRAWLEY: Qe That is kind of inter- 
esting; the way you put that to me, Mr. Edsforth, is 
rather intriguing. Do you hesitate when you say that 
-- that what is good for the railway might sometimes 
not be in the public interest? 

A. No, I did not suggest that at all. I 
am asking if it is your question, 

Q What I suggest to you, the way you are 
putting it to the Commission, that those two things -- 
that is, the fact that a rate must enable the traffic 
to move freely and make a maximum net revenue contri- 
bution -- that is good for the railway and good for the 
public interest? 

A. I say it is good for the railway and, of 
course, if tae traffic is moving freely, then surely it 
must be in the public interest, too, because it must be 
in the public interest to have the traffic move freely. 

Q. And making the maximum net revenue 
contribution is in the public interest? 

A. So long as the traffile moves freely, yes. 


Q. I want to give you a little mbitosfuan 
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example, and we will get ae from freight rates for a 
moment , 

Suppose that you are a householder receiving 
a water supply, and that the supply of the commodity, 
being limited. to one person, which is the usual situation 
-- isn't it? 

A. Yes, I guess so. 

Q. And, then, as a matter of fact === 

A. Or one family, or graup of families, say, 
in an apartment. 

Qe That is on the receiving end, but the 
supply end is generally in the mands of one person or 
corporation? 

A. Yes, the supply end. 

a” That would be pretty well a true monopoly? 

‘AL ‘Yen... } ) 

. Q. supeul Tes tas supply of telephones in 
Canada today. That supplier would be just as ant en: 
ested as you are in your freight rate work in the 

free movement of hts product? 

A. Well, me would be interested in selling 
water, yes. 

Q. But suppose in wkat he regards as Ris own 
self-interest he sets a price waich is twice the 
present level, and as a result you and many other house- 
holders in your area cut your use of water by one-third? 

ae I find it hard to visualize. 


Q. I don't know -- you might decide that you 


would perkaps -- if the price of water was going to be 
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doubled you might go a little shy on watering the 
flowers, as often as you might otherwise, Qr, you 
might go to electric shaving and not use any water 
on the brush, 

A. I don't think I would do that because 
the price went double. 

Q. Now, that man, having increased the price 
by two, and wave rie suffered some diminution of his 
supply by virtue of this rather drastic action of doubling 
the price, he would be making more money, of course, if 
he was doubling the price and only losing 
one-third of his eNaRe | He would be doubling the 
price and the water would be moving freely; whatever 
was moving would be moving freely? 

A. Ween water moves it moves freely. 

Q . If it moves at all, it moves freely, yes. 
Except in the winter eine waen it is frozen. 

A. Waen it is frozen like the freight rates. 

Q. The freight rates are frozen even in 
July and August? 

A. They have been frozen for many years, Mr. 
Frawley. 

Q. Oh, yes, only some of them, 

A. Quite a lot of them, Mr. Frawley. 

Q. All right. Now, that is so much for the 
supplier. He has hakamtzed his revenue, and he has 
the water flowing freely. But would you as a householde 
consider that the situation was ideal if the price 


caused you to cut your use back by one-third? 
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1 
2 
Fs Well, I don't know, Mr. Frawley. Of 
S 
course, it would all depend on what it was costing the 
4 
man to supply the water, surely. I don't know whether 
5 
you might consider it as idealif your water bill went 
6 
up, but you would expect to pay more if it cost more to 
7 
produce it. 
8 
Qo You would not feel as a receiver, on the 
9 
other end -=- not as the supplier of the commodity 
10 
(transportation and water) -- you would not feel that 
1 
: the price was necessarily reasonable just because it 
“4 maximized the supplier's profit and kept a free flow 
13 
according to that supplier's standards? 
14 
A, Well, of course, I would feel it was 
1 
, reasonable if the alternative was that the man was 
16 
going to stop supplying water and go out of business. 
17 
Q. The mere fact you had to reduce your 
18 
take because he doubled his price -=- he still has a 
19 
free flow, and he bas maximized his profit -- but I 
20 
suggest you would feel that that would be anything but 
21 
in your interest as a householder? 
Aad) 
A. Not necessarily, because I still want 
23 
to get water; I still need water, surely, and if it has 
5 to be that the price must go up so I can still continue 
25 | 
| to get it then I do not think I am being disabled in 
26 | 
any way. 
ai 
Qe Even if you mad to reduce your take of 
2 
7 the commodity by one-third in view of the increase by 
29 
one-half? 
30 


A. That might be the result, depending on 
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your own circumstances, Mr. Frawley. 

Q. When you say that you must have a rate 
which will maximize your net revenue contribution and 
keep the traffic moving freely, then you are virtually 
saying that there smould be no control; that the 
sky is the limit, to use a colloquial expression? 

A. No, Mr. Frawley. I think we still say 
that there should be a ceiling on rates -= maximum 
rates, under which we have today the class rates. I 
think that is waat I put in one of my tests of reasonable- 
ness, that over all there should be ceiling rates, but 
gradually in accordance. with the kind of traffic that 
is involved, so that your ceiling would be different 
for the different commodities. 

Q » You say that waerever the demand permits 
and wreere the competition is imperfect == and that 
is tme area I want to discuss -- and wherever the demand 
is sufficient and strong enough and the competition is 
imperfect, that then --= 

MR, SINCLAIR: That is everywhere, 

MR, FRAWLEY: Q o Then, you say that you 
should be permitted to charge waat you like? 

A. You say waere the competition is 
imperfeoteand'the-demand -- 

sae MR, SINCLAIR: That is everywhere, except in 
the class room, Perfect competition is found in the 


class room and nowhere else, 
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MR, FRAWLEY: Q. Now, I put it to you that 
where the demand will permit it and the competition is 
not particularly effective in that area then you say 
that there shoud be no limit, 

A, I do not say there should be no limit, 

Q. What limit do you ay there should be. 

A, I say, of course, the limit is the level 
of rates which will enable all traffic to move and move 
freely. 

Qu That is the only limit? 

Ay, That is the practical limit, Mr. 
Frawley, and overall,of course, you have your class 
rate ceiling, 

Qe Oh well, the class rate ceiling is some- 


what astronomical? Pes 


= 


A, No, I do not think it is astronomical 
at all. 

oO; What is the elass rate to move coal 
from Alberta to Ontario? $0.00 a ton? 

A, T could not tell you that, 

Q. Well, about $40 per ton. 

A. Tt depends on how far you are going. 
Sometimes things have an economic range. 

Qa, Bus it is just the class rate --- 

A, It is not the class. rate on ¢oal, it 
is the class rate on everything that has the same 
class rate as coal. 

Qe T put it to you that so long as the 


demand allows you to and so long as the competition 
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TORONTO, ONTARIO (Frawley) 
1 

2\| does not hold you back then you say the control should 

3 Simply be the free flow of the traffic and the maximizing 
4. of the net revenue. | 

5 A, Yes, I think that is really what sets 

6 the proper level of your rate, 

7 | a I say that virtually is a negation of 

8 control? 

9 A, I do not think it is, 

10 Q. Now, I put to you also that your rules 

11 for the fixing of maximum is in the absolute sense 

12 wrong. Is it possible for you to conceive of, under 

13 your concept of economic rates, some shippers may be 

14] paying more in the absolute sense than is proper, I 

15 mean, in the absolute sense as distinct from the 


relative sense, they may be paying more, too much 
money in the absolute sense than they should be paying. 

MR, SINCLAIR: Of course, I would have to 
say absolute to what? 

MR. FRAWLEY: Q. Just in the ‘absolute that 
they are just paying too much, Now, without being 
colloquial about it, they are paying too much, period. 

A, Well, Mr. Frawley, paying too much, 
why do you say they are paying too much? 

Qe Do you conceive --- 

A. What is the test of paying too much, 

Q. I will discuss it with you. Is it 
possible for you to conceive that by virtue of the 
fact of the maximum rule that you hold to, is it 


possible for you to conceive that some shippers may 
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be paying rates that are too high, 

A. I do not know. I do not see how I 
can conceive that if they are paying iktiect stead the 
traffic is moving, surely that rate is not too high. 

an Also, suppose that the high rates the 
shipper is required to pay is passed along in the 
prices of the commodities that are carried, that will 
restrict and reduce general purchasing power, will it 
not, of other commodities? 

A, It may or may not, I do not know -- 
it will depend on the circumstances, 

Q. Well, it would be likely to do that 
if he is paying more in the absolute sense, that is, 
Simply paying an excess over costs, a considerable 
excess over cost, 

MR, SINCLAIR: Now we know what absolute 
means, 

MR. FRAWLEY: Q. I put it to you if he 
passes that excess on the price of his goods, if he 
is a trader instead of an immediate consumer, if he 
passes that on it will reduce the general purchasing 
power for other commodities, 

A. I do not know whether it would. It 
does not necessarily follow any more than if he passes 
on a new wage cost that he has or an increase in his 
taxes or any of these things that enter into his 
landed cost of goods. 

Q. If it restricts the profits of the 


receiver then is the result not virtually the same if 
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the excess price is absorbed by way of some shrinking 
of his profits? In the one case there is restriction 
of purchasing power and in the other as 
restriction of profits which go to the expansion of 
his business. | 

A, And, of course, that can happen by an 
increase in any of his costs of doing business. 

Q. That is right, but by virtue of those 
things, I put it to you that it is impossible to test 
the legitimacy of a freight rate by ascertaining 
whether or not it is maximizing or not max\|mizing the 
net revenues of the regulated company. 

A. I did not say that was the only test 
but it certainly is one test in that the rate will 
permit the traffic to move freely. 

Q. Do you think a rail rate of 15¢ a ton 
mile would be reasonable so long as it moved the 
traffic in the sense you have been using it here, 

A, It would depend on the size of traffic, 
what kind it was, the amount of loading it had -- it 
might well be. 

Q. I think we are getting quite close to 
enable me to understand what you are really saying 
here, Now, you say it does not matter whether it is 
15¢ a ton or twice that, 30¢ a ton, so long as it 
does not offend my rate, No. 1, the traffic must flow 
freely and rule No, 2 it must maximize my net revenue. 
So long as those two conditions are met there is 


nothing wrong in 15, 30, 50¢ a ton mile. 
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A, Of course, if it is 15¢ a ton mile 
mile the reason most likely would be is that it is 
some traffic which is light and bulky and theatres 
to handle. You have to take that into consideration, 
you must not forget your cost of handling because that 
is a very valid test of reasonableness too, 

Qa. Take for the purpose of my question, 
suppose it is 15¢ a ton mile on , Spaffic that has 
no particular difficulties with regard to load or 
handling or claim experience or anyone of the many 
matters that enter into the making of a rate so it 
could go as high as you care to put it because you have 
no restrictions except those two things, it must move 
freely and maximize the net revenue, 

A, You are posing something that I cannot 
visualize in that particular case, 

Q. I am just wondering. I will leave that 
now but I was just wondering how I have to leave it. 
You are not disturbed by me putting to you an instance 
where a rate was returning 15-20¢ a ton mile, that in 
itself would not disturb you at all, 

A, Mr. Frawley, as I say I would have to 
look at what the traffic was, what kind of a movement 
it was, how it loaded --- 

Q. Those are the costs, 

A, Of course they are costs and costs are a 
very real part of our freight rate naturally. 

ae All right. Those are costs but let us 


assume that this 15¢ a ton mile takes care of all your 
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costs and it had a ratio of rate to costs of,say, 
400% -- any amount you like, All I am troubled about 
is whether you stop with these two tests eet 

A, Where do I stop? 

Q. Yes, where is the limit that you place 
upon yourself? 

A, As to reasonableness? 

Q@. Yes, as to the -- as I understdnd, Mr. 
Edsforth, you have two principle guides to use with 
respect to the justification of a rate, Let us take 
arate which is not particularly low, it is rather 
in the high range and you say there is nothing in fact 
wrong with that rate because it moves traffic, it cause 
the free flow of traffic and it is maximizing the net 
revenue and if it does those it meets all the criticism 

A, I have not said that. I have said there 
are many of these things that you consider and I 
separated them out, They are not just these two tests, 
As I say, for one thing, it has to be tested against 
its proper place in the freight rate structure in 
comparison with other rates, the kind of goods you are 
handling, the value, the loadability. 

Q. Well, those were costs and there again 
is one -- you regard that as sort of a restriction ~-' 
upon you in justifying the reasonableness of a rate? 

A, I do not suppose you can look upon it 
as anything of a restriction, it is another thing you 
look at. 


Q; I am trying to find out what holds you 
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down and at the moment I put it to you that if I 
suggest to you a rate which returns you 15¢ a ton mile, 
you would say so eos as that rate kept the traffic 
moving and it is maximizing the net revenue then it is 
@ reasonable rate, 

A; And you would have to look at the other 
considerations too, the kind of traffic it was, its 
value, loadability. I still come back to that, you 
eannot look at 15¢ a ton mile and say that is that, 
you have to look at other things too, 

@, Now, page 18152, you accuse Dr. Roberts 
of establishing a flat maximum and I will read: 

"Well, in the first place it would establish 

a flat maximum which would not have any 

regard for the different characteristics of 

the commodities handled and their ability 

to move freely at different rate levels," 

A, Yes, that is what I understood he 
proposed =-- am I wrong? 

Q. But surely the things you have mentioned 
there, the different characteristics and their ability 
to move are the determinents of the cost of 
transportation, 

A, of the cost? 

Q. Yes., 

A, No, they are not necessarily at all. 

No, they are not pamaees as I say, there is loadability, 
whether it is perishable or fragile, the nature, the 


type of equipment and the value of the goods. 
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Qe All right, other than value. 

A, Do not leave out value, 

Qe I probably did not read es because 
there is another paragraph which follows what I read 
and that reads: 

"Included in such characteristics would be 

the loadability of the traffic, perishable 

or fragile nature of the goods, the type 

of equipment required for handling, and the 

value of the goods themselves," 

A, That is right -- "in other words, the 
factors that enter into determining the classification 
ratings." 

Qe Now, those are the things ~- put value 
aside, of course, but those things are determiments of 
cost. 

A, Yes, they are determinents of cost 
except the value. 

Q. And, therefore, when you in the upper 
paragraph which I read and just referring to the phrase 
"different characteristics" then you list those 
different characteristics in the next paragraph, do 
you not? 

A, Yes, including the value of goods. 

Q. So, because of that you are accusing 
Dr. Roberts of having established a flat maximum 
which would not have regard to those characteristics 
and I put it to you -- always putting aside value -- 


I am putting it to you that those things which you have 
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TORONTO, ONTARIO (Frawley) 
1 
2 listed are the determinents of the cost of transportation 
3 and they would be explicitly recognized by Dr. Roberts' 
4 formula, ; 
5 A, You say "putting aside value" and I 
6 will not do that, 
7 Q. I say other than value these things are 
8] all explicitly recognized in the formula which Dr. 
9 Roberts proposes, 
10 ee ag In the aggregate but not as to the 
11 individual commodity. As I understand Dr. Roberts 
12 ee it would be a flat maximum for all traffic 
13 for each distance haul, now, if that is so and in the 
14 aggregate it gave consideration to those characteristic 
15 but not as to the individual kinds of traffic. 
16 Ge All I say to you is that Dr. Roberts 
17 is basing his findings on costs, fully variable costs 
18 plus some percentage, 178 or whatever it may be 
19 determined to be proper, that he is necessarily taking 
20 into account these characteristics that you list on 
21 page 18152, 
22 A, Only in the aggregate and not, again 
23 I must repeat it, as to the different kinds of traffic. 
24 Q,.». Well. Ido not want to get back into 
25 an exploration or analysis in detail of what Dr. Robert 
26 | proposed. Surely he is proposing that variable costs 
27 before you set a maximum you determine variable costs 
28 of the traffic for which you are setting a maximum, 
29 A. Well, I do not understand that. I 


30 understood him to be stating a variable cost of 


saunas a 
eye 


Le 
By ae 


[oe nem tegos 
Rae ae SMO 


ee. j 
* Tih, Tk 
oh & Vie, AK " a oa 
me ; i 
ts 4 : ri ‘s 
- » a Ne Woes 
. “4 


(1 bees "eutey obtea anata wae 0% 


IV 


ee wgatdd  egecdd evtay ant | norte. wand: 


‘i SOP a. si - 
dlotedw Lame 5% badd ab hesiepooen anne tte Ry.’ 


Som tied stay: vt Rs ont at ; wae 


etrodol .9d boudansbas bi Loaleeeen ous0> - a 


x oda" ay * wos ile oF aly yay 


en a yy | a. 20 i - ra 
¢ ph mm. % vy ie 4 “y a i ma ry kL. ae =D am! 5 4 fh 
. 
4 WO ie 
RO LT ae tae PL GOIG 9 
ar i ‘ 
ha pushy ¢ ms Ae 


Moy od yma’ i Bre 


eee Kit at Ps oh 
,SGOo ke ape ata? abd dated ef’ BP 2 


: iin 


o ceastaooneg eno 


aa? 


tte rot oarndy oe eed dou . oot a 


8e6E aBse' 


ty } 


stacetgye ’ wih nut) i rhe 
ebain toetetith odd of: ah 
od Pewee tea ob t thew. 


to teedab mt etoytans so) co btoxo lee 
vi Dy 
oidabrey decid, paznegorsy eb, en (<Low 


vy : 


eldetnay onterred eh we womtzae 6 = 
aa A; 
pom aatitoe oa oN te sboitetw 

ross : 
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TORONTO, ONTARIO (Frawley) 
1 

2 handling all traffic. I do not understand he was 

3 stating a maximum based on each kind of traffic -- 

4 possibly he was. 

S| Q, Well, the loadability of traffic is 

6 a characteristic, 

7 A, And it varies considerably. 

8 | Q. All right, but there is loadability | 

9 for all traffic and all traffic is either perishable 
10 or fragile or not. 

il A, Yes. This ceiling of Dr. Roberts, does 
12 it vary with the amount of traffic, that is what I 

13 would like to know because I still do not understand 
14 it. 

15 Q. Well, I think we have to stop and take 
16 &@ look at what he had to say about it. 

17 A, If I have misinterpreted him I am 

18 sorry but that is the way I read it. He talks about 
19 a uniform ratio on page 11 of his submission. 

20 Q. He says on page 4: | 

21 "Since different services are not homogeneous 
22 eee BY eke charges per unit of output but 
23 is eliminated by a unit relationship between 
24 rates and prices and direct costs over a 

25 | umit percentage mark-up?" 

26 A, Yes, he says that but then when he gets 
27 to his proposal what does he suggest? If you will look 
28 at page 4 he says: 

29 "The foregoing consigerations strongly 


30 suggest that with rates uniformly established 
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TORONTO, ONTARIO (Frawley ) 


at a ratio of 178)--{—" 
178, I take it, was an average of,all his 
costs of all traffic as an index, 

Q. You are really putting to me whether or 
not Dr. Roberts, when he is suggesting that the maximum 
is fixed at so much percentage of costs, whether or Hot 
he is taking into account these factors of loadability 
and the perishable nature of the goods and so on. I 
put it to you that he is and I put it to you that they 
would be because they are determinents of costs of 
transportation and they would be explicitly recognized 
Since the maximum would be determined by a standard 
percentage relationship to out-of-pocket costs which 
would vary widely. 

MR, SINCLAIR: I do not think the witness. 
has said that at all, with respect, 

MR, FRAWLEY: I am putting it to you that 
is what Dr. Roberts said and we are now discussing 
what Dr. Roberts said about how his maximum should 


apply to costs, 
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MR, SINCLAIR: I think, with all due respect, 
that the witness has made it clear, and he has asked 
you if he has misunderstood by your saying that Dr. 
Roberts! testimony was based on all traffic, anc then 
taking a ratio and applying it to traffic which may have 
varying characteristics, poe ee ratio basis is based 
on an averaging of all traffic, That is what the 
witness is saying. The mark-up is the same whether 
it is the mark-up on medical instruments or whether 
it is on sand and gravel. So that he is not suggesting 
to you, with respect, that he is saying Dr. Roberts 
was going to have the same rate on all commodities, 

It is the mark-up -- the ratio. It is based on a ratio 
of averaging of costs variable with the effect on the 
ratio over the variable average for all. 

MR, FRAWLEY: Quite so. 

Qe I put it to you, Mr, Edsforth, that Dr. 
Roberts when he is talking about a maximum over cost 
he is recognizing these cost characteristics because, 

I put it to you, the first maximum would be determined 
by a standard percentage relationship to out of pocket 
costs? 

A, On each commodity? 

Q. A standard percentage relationship to 
out-of-pocket costs which would themselves vary widely? 

A. I see, So, he would have a different 
maximum for ¢ach commodity or each group of commodities, 
and for each particular variation in the route, but 


still his maximum would be based on some kind of ratio 
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determined from the average of all costs, So, there 
you are kind of getting a mixture, 

Q. I simply challenge your criticism when 
you say he would establish an overall maximum that 
would ignore commodity characteristics. 

A, And I say he has because he fixes his 
ratio on the aggregate of all traffic which takes in 
different characteristics. 

Qe I put it to you his maximum would be 
determined by a standard percentage relationship to 
out-of-pocket costs which would, in and of themselves, 
differ or vary widely? 

MR. SINCLAIR: We are at cross purposes, 
with all due respect, We have been through it four 
times, and the witness says he agrees with that, but 
he is saying to Mr. Frawley that what he is criticizin 
on page 18152 and in his answers to my iearned friend, 
that he is criticizing the application of the ratio 
based on all traffic. Mr. Frawley, that does not mean 
he is criticizing Dr. Roberts to say he is going to 
charge the same rate on medical instruments as on sand, 
but his ratio in respect of variable costs on sand is 
the same as the ratio he applies to fix the maximum 
on medical instruments. 

MR, FRAWLEY: Q. You have included value as 
one of the characteristics which you say Dr. Roberts | 
has taken into account, and in that I agree with you 
completely. I put it to you that you are introducing 


a factor there which is a measure of demand and not a 
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measure of cost? 

A, I think it is a measure of reasonablenes 
of a rate too, Mr, Frawley -~ the value of the goods an 
the rate that applies on those goods. JI think, certainlly, 
there is a test there of reasonableness, 

Qe Well, the value of what you move and the 
reason that you charge more on boots and shoes than on 
sand and gravel is because there is a measure of demand 
there that permits the boots and shoes to pay a higher 
freight rate proportionately? 

A, Yes, , I think that is essentially SO, 

Mr, Frawley. lt is the ability of the goods to carry 
transportation charges or to move freely at certain 
rate levels, 

QV. But the fact it is boots and shoes 
instead of some lower commodity is not a measure of 
cost; it is a measure of demand? That is all I am 
putting to you? 

A. Well, there is some element of difference 
in cost in claims liability and so forth, but certainly 
the value of the goods is something that relates its 
ability to bear transportation charges or to pay 
transportation charges, 

Qs You criticize the Roberts! formula 
because you do not seem to think it would fit into 
your international traffic? 

A, I do not see how it would. 

QO; Now, you broke up the international 


traffic into three categories: One of them was the 
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overhead traffic? 

A, Yes, that really is not =-- I: really did 
not break international traffie up into three. I said 
there were three categories that move at rates 2ither 
related to or the same as United States rates. 

Q. | wese 

A, That is the international, the overhead 
-- that is, from the United States to the United States 
through Canada -- and traffic moving within Canada at 
related rates, 

aa Now, do you think the overhead traffic 
actually enters into this discussion at all? 

A, Well, it is part of our costs, We do 
not handle it for nothing. It costs us money, 

Q.. That is true, 

A, There is tons and ton miles, 

Q. But we are not seeking to prescribe a 
maximum level of rates for United States shippers or 
receivers? 

A, No, of course not, and what I am saying 
here is that in order to get your costs determined as 
you would have to do under Dr. Roberts! formula, you 
have to eliminate these things that would not be 
subject to a Canadian maximum increase, 

Oo, Well, apart from whether they are 
subject to that or not, surely the costs, if you think 
that overhead traffic should be taken into it, it 
should be possible to determine the costs of the 


overhead traffic? 
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2 ; A, I do not say it should be taken into 

3] account, I think it should not, I say none'of this 
4 ean be taken into account because it is not traffic 

5 moving at Canadian rates and, as I understood Dr.. 


6 Roberts, he was dealing with rates that had application 
Z on traffic in Canada. So, you have to eliminate these 
8 things.-- costs, ton miles and so forth, and all this 


9 traffic I have mentioned at the top of page 18513. 


10 Qs Well, does not the rate you charge, your 
11 proportion of an international rate, does it not depend 
12 upon what it costs you to move that traffic in Canada? 
13 A, You mean the rate level? 

14 Q. Yes, 

15 A. Well, of course, if it is between the 


16 two points in the United States the rate level is 

17 determined by the United States lines themselves, and 

18 so far as we are concerned our proportion of it is wased 
19 on our divisions, Naturally, if we won't make “ae 


20 money on handling the traffic we do not put the rates 


21 in or do not put the routes in. 
22 Os That is true, The rates you quote for 
23 your overhead traffic do not apply to Canadian shippers 


24 at all? 


2D A, That is so. 

26 Q. And all your are suggesting is that you 
Zi would not be able to take in cost of that movement? 

28 A, You would have to eliminate that, 

29 Qe Suppose you eliminated it entirely, both 


30 to cost and rates: if the rates are eliminated, they ar 
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of no concern to anybody? 

i Rates and costs and ieee a traffic 
-- you would have to take it all out, and the same with 
internetional too. 

Q. . Well, no; as far as the international 
rates are concerned, you do charge the Canadian 
receiver of goods coming into Ganada on international 
rates -- the receiver pays a rate part of which goes 
to the American road and part to the Canadian road? 

A, Yes. 

Q. What the Pena road gets -- the rate 
which it charges or collects is related to the cost 
of moving it, of course? 

A. Yes, that is true, but I did not 
understand Dr. Roberts! proposal attempted to set 
maximums on those rates, 

Q. Well, I am wondering if the internationa 
rates are of any ereat concern to Dr. Roberts! maximum 7 
theory at all? 

A, I do niet know. I do not think his 
maximum theory would apply, and therefore you would 
have to take out the tons and the traffic costs of 
that traffic. 

Q. But. the fact that you are not able to 
assess and to impose rate increases authorized by the 
Board of Transport Commissioners does not alter ae 
fact that you do expend labour and material for the 
earriage of that traffic -- within Canada, of course? 
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Z which are increased by increases authorized by the 

3 Board of Transport Commissioners:on international 

4 traffic; certainly we do. The Board gives authority 

5 for every increase that is made, and certainly that 

6 traffic then bears increases that take care of the 

, additional costs, 

8 Qs Yes, quite so, but what bothered me was 
9 the fact that you said that because we cannot assess 
10 Canadian increases makes it impossible to apply Dr. 

11 Roberts maximum to international traffic. 

12 A. Well, no; I did not say that. I said 
13 the only thing was that it would certainly impose a 

14 tremendous difficulty in arriving at his formula 

15 because you would have to remove all of this traffic 
16 from your consideration. 

17 MR, SINCLAIR: Dr. Roberts, I think it is 

18 clear -- unless you are saying it is not clear, Mr. 

19 Frawley -- was making his calculation on the average 


20 cost of handling all traffic in Canada. If that is not 


Zi what he said we would like to be corrected. That is 
22 as we understood if. 
23 MR, FRAWLEY: I do not think he said anything 


24 other than that. 


25 | MR, SINCLAIR: Well, that is the difficulty, 

| 
26 beeause "all" the traffic in Canada includes international 
27 traffic to approximately one-quarter, according to Mr. 


28 Edsforth's evidence, 
29 MR, FRAWLEY: Q. Mr. Edsforth, going to page 


30 18156, you say there that if you use Dr. Roberts' tests 
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to determine maximum rates, then in some cases rates 


lower than the maximum so established would have to be 

applied, and in that event the theoretical maximum 

revenue could not be obtained? 
A, Yes; I think Dr. Roberts suggested that 

himself. 

Qe 


I put 16 to you, Mr. Edsforth, and I 
ask you: 


Why should you be able to realize the 
theoretical maximum on all traffic? 


A, 


Well, of course, Mr. Frawley, I may have 
got a completely wrong impression of Dr. Roberts! 


formula, but I thought his maximum was based in relation 
to total costs. 


Qe 


Would you be good enough to look at the 
table in Dr. 


Roberts’ memorandum at page 7. 
A. Yes, 


Qe 


And if you will look at line 5, just 


as an example, it comes out at an average rate, out- 
of-pocket costs ratio, of 178? 


A, 


Yes, 


Qe 


Now, I assume you understand very well 


that in this illustration the maximum ratio of 178% of 


out-of-pocket costs would apply not to 100% of the 


present volume, but to only 50% of the present volume? 
A, Yes. 


He made a calculation there as to 
what would happen if you put in a ceiling of maximum 


rates based on total costs, and then he assumed on that 
rate level a good proportion of the traffic just would 
not move, 


We would have to let it go. 


And so, he makes 
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a calculation for that designed to compensate for the 
traffic that is lost. That is my understanding. 

Q. I put it to you all he is saying in 
this illustration is that 100% of the costs including 
overhead costs would be covered at a revenue cost ratio 
of 178 even with the traffic reduced by 50%? 

A, Yes, that is assuming that the traffic 
had gone -- we lost the traffic; and, of course, the 
costs associated with handling the traffic. 

Q. That is right. 

A. But then, I think he goes on to say that 
he does not think you would do that, that there should 
be some adjustment under the ceiling to take care of 
traffic that will not bear maximum costs. 

Q. But I put it to you that if all the 
traffic moved at the 178 ratio level and the volume 
remained at 100%, that very large profits indeed would 
result? 

A, That might or might not be, but that is 
avery large assumption because that just would not 
happen, 

Qe But the reason I say that is when you 
say you would not be able to charge up to his maximum 
on all the traffic, that is what I understand to be 
the criticism that you are making at page 18156? 

A, No. What I am saying, I ES. was to 
the extent you could not charge the maximum on certain 
types of traffic because it would not move at chase 


rates; then, of course, you lose the difference between 
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his maximum and whatever contribution that traffic 
ae making. i 

o. Right. Well, as I understand it, in 
any event, you would not contend and could not intend 
and are not contending that you would expect to move 
100% of the volume using Dr. Roberts! illustration at 
that 178 ratio? 

A, Oh, no; I know you could not do it. 

THE CHAIRMAN: Well, we will now adjourn 
until Wednesday morning at 10 o'clock in the Chateau 


Laurier, 


-o=- Adjournment --- 
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Ottawa, Ontario, 
Wednesday, 
November 16, 1960, 


--- On commencing at 10:00 a.m. 


THE CHAIRMAN: Order, please, 


CROSS-EXAMINATION BY MR, FRAWLEY (resumed ) 


Q. Mr. Edsforth, would you be good enough 
to turn to page 18158 of your direct evidence. It is 
in volume 169, 

A, Yes, I have that here, Mr. Frawley. 

Q. And there you will notice that Mr. 
Sinclair asked you, at eae top of page 18158: 

"9. And in your view would it be necessary 

to make substantial increases in low rated 

long haul traffic as a result of the loss of 
contribution from these higher rated traffic 

"A, It may have to be either that or the 

entire ceiling would have to be raised -- 

the entire maximum, 

"Q. Yes? 

"A, One or the other." 

A, Yes. 

Q. Now, I put it to you, Mr. Edsforth, 
why should you want to raise the low rates; those . | 


which are not uneconomically low? 
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And may : say there in parenthesis that you contend that 
none of them are uneconomicalliy low. 

A, With one exception. 

oe Then, why should you increase those rates 
because, I suggest to you, if you increase those rates 
you are almost bound to lose revenues? 

A, Well, Mr. Frawley, we were discussing here, 
I think, the question of getting our revenue under this 
formula of maximum rates or ceiling rates suggested by 
Dr. Roberts, and I said that to the extent that the 
maximum reduced the contribution from traffic whose rates 
were higher than the maximum, we would have to make up 
that difference some way. 

Q. Yes? 

A, Now, there would be two ways of doing it; 
one would be by increasing the rates that were lower than 
the maximum, to increase the contribution there if you 
could; or, the other would be by increasing the ceiling 
itself. 

Q. Yes. Now, I think I understand just what 
you say. You would not willingly and as a first step 
want to increase the low rates? 

A. Mr. Frawley, it would depend, of course, 
on the low rated long haul traffic. We would increase 
them if we could, to get a better contribution, if we 
felt we could get the traffic and still get a higher 
rate. 


ae But it would be purely an alternative, 


as you say in your answer: "We would either increase 
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the low rates, or we would have to increase the 
ceiling". | 

A, And it might have to be both, Mr, Frawley 
It is hard to say. 

Q. But, ordinarily, I suppose it is not too 
much to suggest that if you are carrying traffic at 
rates which are not economically low and are moving the 
traffic and giving you some return over variable that 
you regard those rates -- that you are satisfied with 
those rates, and I suggest you would not ordinarily 
wish to increase those rates? 

A, We might not, unless we felt that we 
could increase those rates and still retain the traffic 
volume. 

Q. Well, I put it to you, Mr. Edsforth, that 
if you are going to think in those terms, then probably 
the law today requires you to keep those rates up as 
high as you can consistent with the force of the 
competition. That is true; is it not? 

A, Well, how do you say the law compels --? 

O- Section 334 I am thinking of. 

A, You are only talking about competitive 
rates now? 

Qe IT am talking competitive rates, yes, 
because they are ordinarily speaking your low rates? 

A, Oh, no, not necessarily at all. Oh, 
no, because you have to look at the traffic that is 
involved. Some of our competitive rates are what you 


might term quite high rates. 
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Qe I know some of them are, but if you are 
looking around for a low rate, I think I eoeiaa not be 
wrong if I went and looked and some of your competitive 
rates or agreed charges? 

A, You might look at them, but also you 
should look at a good many of our normal rates that are 


put in, of course, on low value traffic to enable it to 


move. 

Q. You have some rates that are low because 
you want to move the traffic -- like coal and sand and 
gravel? 


A. And sugar beets; things like that. 

GY And you know if you started lifting those 
rates you would have affected, I think you could say, 
the public interest, because those commodities then 
would not move? 

A, That might well happen. We would have 
to see, 

QS As to the other low rates which are low 
because of the force of truck or water competition, then 
you, I suggest, would not want to particularly increase 
those rates unless there was a pretty driving force 
to compel you to do that? 

Ay Unless the force of competition enabled 
you to do it, which you would do in any case, 

Q. Now, let us turn to the ceiling rates 
which you say would be a contemplated alternative? 

A. yes, 


Q. I put it to you, Mr. Edsforth, that 
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any idea of that that you may have in your mind comes 
from the theory that you are entitled to pote given 
amount of gross revenue or net revenue? 

A, Well, I do not know, You are entitled 
to enough revenue to keep your plant in proper operation, 
that is sure, 

Q. I say, Mr. Edsforth, that you are only ite 
entitled to what you have just stated: enough revenue 
to keep the plant going? 

A, In proper operation, I said. 

Q. You are only entitled to what you can 
get under effective competition, on the one hand, and 
under reasonable rates when competition is not fully 
effective. You do not disagree with that? 

A, You are entitled to have rates on your 
aggregate of all traffic which will give you a proper 
return on your investment in the property. 

Q:. Now, you are not entitled to any particular 
return on your investment unless you can get that amount 
of dollars through rates which you have to charge under 
effective competition, and that is the competitive 
rate structure, and when you leave that under reasonable 
rates when competition is not fully effective? 

A, Well, Mr. Frawley, I do not know that I 
guite follow your question there, 

Q. I put it to you, Mr. Edsforth, that as 
far as the competitive rate structure is concerned you 
are not entitled to anything more than you can get under 


the competition and what it forces you to fix your rates 
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1 
2 at? 
3 Bes It is not a question of what you are 


ea entitled to get to keep the traffic, It is what you 


5 can get and meet the traffic. 

6 we You are entitled to what you can get 

7 under effective competition; right? 

8 A, Yes. 

9 Q. And with regard to the rates -- other 

10 than those competitive rates, with regard to the rates 
11 which you charge where competition is not fully 

12 effective, I say you can only get what reasonable rates 


13 will bring you in? 


14 A, That is, of course, reasonable rates 
15 should give us our proper return on our investment, 
16 Qs So, then, we come down again to the 


17 meaning of the word and the full effect to be given to 


18 the word “reasonable'? 

19 A, Yes. 

20 Q. I say it comes down to the effect to be 
21 given to the word "reasonable", 

22 A, xyes: 

23 Q. And there is the issue, perhaps if I 
24 may say so, between you and me, Mr. Edsforth, because 
25 | you feel a reasonable rate, or a rate does not cease 
26 to be reasonable and will always be reasonable if it 
27 is keeping the traffic flowing freely and maximizing 
28 your net revenue? 

29 A, And meeting those other tests that I 


30 mentioned on Monday. 
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ANGUS, STONEHOUSE & CO. LTD. Edsforth, Cr .ex, 19678 
TORONTO, ONTARIO (Frawley) 


Q. Well, they are mentioned there, Mr, 
Edsforth, and I ¢ertainly do not choose to kohwuu over 
everything you have said. 

I put it to you, in essence, you take the 
position that the real criteria to be applied to whether 
a rate is reasonable or not is to get answers to these 
questions: is it keeping the traffic moving freely; 
and is it maximizing our net revenue? 

A, Those are two of the tests all right, 

Mr. Frawley. There are others, 

Qe So much for that. I think perhaps we 
have explored that sufficiently, I would like you to 
turn with me to page 18167 where you begin to discuss 
the submission made with respect to some modification 
of the horizontal percentage increase method of putting 
into effect authorized increases granted by the Board. 
The methods suggested by Dr. Little from the University 
of Washington in Seattle? 

A. yes. 

Qe Now, I put it to you, generally 
speaking, that isn't Dr. Little's formula merely a case 
of seeking to truly ascertain the cost related to 
length of haul, which is commonly called line haul costs 
and the costs unrelated to line length of haul, commonly 
called terminal costs? 

A, That was what Dr. Little said it was. 

Oo, Well, I think it is fair to say that that 
was the objective that he had in mind in working out wha 


he calls his Cost related formula? 
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ANGUS, STONEHOUSE & CO. LTD. Edsforth, cr.ex. 19679 


TORONTO, ONTARIO (Frawley) 
1 

Z A, Well, he attempted to determine a 

3 percentage increase in rates related to wile. ne assumed 
4 to be increase in the terminal costs and the line haul 
5 costs. | 

6 Q. Yes. Would it not be practical, Mr. 


7 Edsforth, to list all of the terminal costs which you 


8 say are terminal costs which vary with distance -- 

9 because, I am right in saying that you say there are 

10 some terminal costs which vary with distance? 

11 | A, Well, they are intermediate terminal 

12 costs, and of course as your haul increases then you 

13 incur more intermediate terminal costs. 

14 Qs I put it to you that it should be quite 
15 possible and practical to list those terminal costs, 

16 to segregate some of those terminal costs which you 

17 Peprer as intermediate terminal costs, or terminal 
18 eosts which vary with distance, and treat those as line 
19 haul costs? 

20 A, It may be, Mr. Frawley. I am not ina 
21 position to say. I certainly am not a cost expert, 

59) by any means. I do not know how practical it would be. 
23 Qe In that regard, Mr. Edsforth, I want 

24 you to look at what the Interstate Commerce Commission 
25 | has done, and I will give you the original of Statement 
26 5-56 called "Rail Carload Cost Scales by Territory as 
27 of January 1, 1956, based on 1954 operations". 

28 I would ask you to be good enough to look 

29 at page 100, and I have a copy,.Mr. Edsforth. I have 


30 very few copies of this, Mr. Chairman, but further copies 
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ANGUS, STONEHOUSE & CO. LTD. Edsfor th, oF sez. 1 9680 
TORONTO, ONTARIO (Frawley ) 


could be made available, 

MR, SINCLAIR: Well, after all, Chairman, 
members of the Commission, my friend of course is 
referring to the ICC panini siatcces and they are there. 
But is he putting the whole document in? 

MR, FRAWLEY : No, I am not. After all, I 
suppose I could simply send down to Washington and buy 
25 or 50 copies of this 5-56, but I was not proposing 
to do that. However, if there is any question that I 
Should do so I will certainly do that, 


MR, SINCLAIR: I am not suggesting that, What 


I am suggesting ~- I do not know why you said, "I have 


not got copies". 


MR, FRAWLEY: You do not know why I said 
I have not got copies? I said that because, of course, 
I like to be truthful, and that happens to be the fact, 

MR, SINCLAIR: What difference does it make, 
if you are not going to file them as exhibits? 

MR, FRAWLEY: No, I am just going to discuss 
it with Mr. Edsforth,. I am going to discuss this page 
100 of the ICC study 5456. 

Q. Mr. Edsforth, I am going to call your 
attention to the fact there that there are switching 
costs -- if you will look at the column, it is entitled 
"Costs Related to length of Haul", line 10. 

A, Under column No. 3? 

Q. Colum No. 35 Bee iEdsforth: 

A, 1, see; 


a And there you will find that you have 
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ANGUS, STONEHOUSE & CO. LTD. Edsforth, CP .CX. 1968 
TORONTO, ONTARIO (Frawley ) 


2 interchange switching treated as a cost related to 

3 length of haul. That is line 10, | 

4 ine ll: Inter-train plus Intra-train 

5 switching is also treated as a cost related to length 

6 of haul. 

7 A, We Yes: 

8 Q. And to complete the reference that I am 
9 giving you, you will have to look then -- probably the 
10 record should show the footnote, Mr. Edsforth. 

11 The two footnotes concerned are footnotes 5 


12 and 6. I am reading from page 102 of this document 


13 5-56. The interchange switching to which I have just 


14 called your attention, which is regarded in this study 
15 as a cost related to length of haul -- "The interchange 
16 switching relates to the switching work performed in 

17 connection with the interchange of carload traffic 

18 between carriers", 

19 And the next item to which I call your attenti 
20 as a switching charge that was regarded as a cost relate 
21 to length of haul, and that is footnote 6.0n the stateme 
22 itself at page 100, it is called "Inter-train plus 

23 Intra-train switching", and the footnote is:"Inter-train 
24 and intra-train switching relate to the switching 

25 | performed in making up and breaking up trains at 

26 intermediate train yards on the carrier's own lines", 

27 All I am saying about that, Mr. Edsforth, is 
28 that I do not regard it as anything insurmountable to 

29 put into eee category -- when the people who 


30 would be doing the costing which is basic to Dr. Little! 
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ANGUS, STONEHOUSE & CO. LTD. Edsforth, Cr ,exX. 1968 
TORONTO, ONTARIO (Frawley ) 


proposal, that they could put in its proper category 
the costs which you say are intermediate nee that have 
some of the characteristics of a line haul? 

MR, SINCLAIR: Well, Mr. Chairman, I must 
object to the question. Our position quite clearly is 
this: that we recognize that the Interstate Commerce 


Commission have done a great deal of statistical work, 


In our respectful submission, much of it is worthless. 
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ANGUS, STONEHOUSE & CO. vei Edsforth, ecr-ex 19683 
TORONTO, ONTARIO (Frawley ) 


2 It has grown like Topsy. Nothing could be clearer 

3] than this that under any circumstances this kind of 

4 statistical work is at all meaningful by applying 

5 averages and doing all the vee kaart have been done 

6 in the United States and we object to it. We have ob- 

7 Peeked to it ever since it has been raised, 

8 THE CHAIRMAN: That is your argument? 

9 COMMISSIONER MANN: Mr. Sinclair, it is your 
10| opinion that this material is meaningless and worthless 
11| because of the lack of homogeneity of operation of 

12| American carriers? 

13 MR, SINCLAIR: No, That, of course, is one 
14 reason but you cannot apply the United States statistical 
15|| averages and lack of homogeneity to the Neuman situation. 
16/ That is one reason. However, there is another one 

17| besides which is quite obvious and that is by trying 

18|| to take what is an average length of haul to arrive at 

19| a switching study you can get two movements. For 

20 instance, a movement of one thousand miles which will 

21] have quite different intermediate terminal character- 

22|| istics by the route they take. Then, again, you 

23| can get marked differences by the commodity you take 

24| because of the very nature of the thing, perishable, for 
25|| instance, versus non-perishable; livestock versus news- 
26 print; hump traffic against non-hump traffic ast stuff 

27 moving in regular flow against sporadic movements; 

28 | traffic moving on different types of bills. All these 
29 things affect it and so what has happened, in our respect- 


30! ful submission, is that because of the use, an attempt to 
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ANGUS, STONEHOUSE & CO. LTD. Edsforth, cr-ex 196844 
ARIO (Frawley ) 


use broad aspects to give somebody what was, thought to 
be a bench mark, what happened by doing that is they 
confounded a lot of problems. I tried to take a 

broad knife and cut through that and we say our position 
is that you cannot do it. 

COMMISSIONER MANN: Is that the position of 
the American railroads as well? 

MR. SINCLAIR: The position of the American 
railroads differs in quite some respects and they go 
all the way for the people in some of the railroads. -- 
this was indicated by Mr. Williams -- who really have 
not done very much work in this regard to people who 
have done substantial. I think Commissioner Williams 
himself indicated that the Canadian railroads were 
likely in the forefront or close to the forefront in 
this regard. 

For instance, let me give you an example: 
people look at the Southern Pacific Railroad as being 
far in advance, Now, I can say this to you because it | 
is a fact that the Southern Pacific Railroad are not | 
nearly as advanced as we are in taking off and using 
some statistical techniques, Their data is not as 
far advanced as ours. This week, for instance, tke 
chief data men from the Southern Pacific are with the 
Canédian Pacific to try to gain from the experience 
that we have had in data processing over the past five 
years. They thought and published papers saying how 
easy it is but now when they have got into it they 


realize it is not half as easy as they thought it was. 
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ANGUS, STONEHOUSE & CO. LTD. Edsforth, cr-ex 19685 
TORONTO, ONTARIO (Frawley ) 


In view of the fact of where we are they have come to 
discuss it with us. Now, you can take railroads in 
the United States, a very large railroad and this could 
be ascertained by the commission,in the eastern United 
States who, having nothing better and not, with all 
due respect, using properly the material they have, 
have followed this blindly. Untilwithin the last few 
months they had never even set up organizations to deal 
with these matters, The gamut of the United States 
railroads -- I am not talking about small and large 
roads, I am talking of the large roads, they go the 
whole gamut and even the ones that are most advanced, 
like the Southern Pacific, have their problems. 

COMMISSIONER MANNes Thank you very much, 

MR, FRAWLEY: Mr, Commissioner Mann, 
if I may I would like to be very clear on the record 
that we will -- perhaps I should say "I" will, at the 
appropriate time, respectfully urge the Commission to 
direct and declare that we should have costing infor- 
mation flowing into the offices of the Board of Transport 
Commissioners, this kind of costing information, steady 
costing information. I am aware of Mr. Sinclair's 
attitude because he is on record saying what the 
bureaucracy line will be in the United States. 

MR, SINCLAIR: I will say it again. 

MR, FRAWLEY : As far as I am concerned I am 
not asking anybody to accept anything blindly, even if 
the Pennsylvania Railroad is doing it blindly let us 


not do it blindly. I cannot do any more than bring 
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TORONTS, ONTARIO 


(Frawley ) 


to the attention of this Commission what the ICC is 
doing... 
THE CHAIRMAN: You are using this evidence 


in support of your argument, good or bad? 


ANGUS, STONEHOUSE & CO. LTD. Edsforth, cr-ex 19686 


MR, FRAWLEY: That is right. I say even if 


I do nothing else than to get this Commission to order 
this kind of costing information I am not suggesting 
there is anything insurmountable, that there is a dif- 
ferent treatment for pulpwood and for livestock; they 
must use pulpwood and livestock in the United States 
too, 

THE CHAIRMAN: Go ahead. 

MR. FRAWLEY: Before you leave page 100 I 
want to eall your attention to two more lines, lines 
19 and 20, and you will see what they have worked out 
as the result of the segregation which is integrated 
in the two columns, columns 1 and 3. You will find 
the comparison that the costs unrelated to the length 
of haul are, at 50 miles 344 per cent; 100 miles 73.2 
per cent; 300 miles 47.7 per cent, and finally at 1000 
miles 21.5 per cent. Then line 20, the comparison 
with the cost related to length of haul to the total 
costs; 50 miles 154 per cent; 100 miles 26.8 per cent; 
300 miles 52.3 per cent, and finally at 1000 miles 
78% per cent, 

MR. SINCLAIR: Now, Mr. Chairman, I think I 
must say this: when Dr. Little was here you asked him 
whether this basis was ever put before the ICC and 


his answer was no, That may not be word for word but 
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TORONTO, ONTARIO 


(Frawley ) 


that was the pirport of it, you will recall. 

MR, FRAWLEY: Mr. Sinclair, so you should be 
clear, this is what you have in your hand. 

MR, SINCLAIR: That is what I am getting to, 
It is the basis of trying to distinguish increased cost 
between line haul and terminal for the basis of a 
general revenue case, On the suggestions advanced 
and prepared in various ways by the ICC he answered 
"No" to you. We were a little surprised about that 
but it is quite right that he did not advance it in 
exactly the same way. However, he did advance it 
on the basis of graduated percentage increase and 
the ICC rejected that basis, 

Now, I have asked Mr. Edsforth to turn up 
the views of the ICC and I am saying to Mr. Frawley 
that you can perhaps use this in a different way and 
come up with a similar result but even the people who 
put it out recognize the difficulty. 

THE CHATRMAN: Is this evidence or a finding? 

MR, FRAWLEY: It sounds like re-examination, 
That is the first objection to what my friendis doing 
at the moment. 

THE CHAIRMAN: No, I mean the document. 

MR, SINCLAIR: What I am saying is I object 
to the use of this material --- 

MR, FRAWLEY: You cannot object to me 
placing on the record ---= 

MR. SINCLAIR: --- as being irrelevant to 


the determination in Canada of a basis for determining 
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ANGUS, STONEHOUSE & CO. LTD. 


Edsforth, cr-ex 19688 
A ORONTO, ONTARIO (Frawley ) 
a method of general revenue, , 
THE CHAIRMAN: Well, we have noted your objec- 
tion. 


MR, FRAWLEY: Qo 


Well, now, you were obser- 


ving what was read on page 100 as I was reading it into 
the record? 


A. I saw the figures, 

Qe Now, would you turn to page 18169? 
A. yes, 

Qe 


At 18169 you are saying, at the bottom of 
the page, that: 


"The shipper or the agent who was billing 


the shipment would have to know the 


distance the traffic was going to move," 
I think, Mr. Edsforth, that if you will look at what 


Dr. Little said, and I am referring to his memorandum 
on page 13 --- 
A. Yes, 


Q. He simply puts it there at the bottom of 


page 13 about his determining the Class 100 rate between 


the point of the proposed movement and he states, 


for instance, that it was $2.71. Then you look at 
his Table 4 which appears at page 31 of his memorandum 
and look down column 2 till you come to $2.71 in the 


current Class 100 rate column, Then he simply says 
that you apply a 6 per cent increase to the current 


rate applicable to the class or commodity rate of the 


actual shipment as indicated in the existing tariffs? 
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A. That is right, but he said that on the 

assumption that the equalized class rate scale applied 
for all distances throughout the country and, therefore 
would be representative of the various lengths of haul 
involved but, of course, that is not the situation, 
You would not get the result that Dr. Little seems to 
be trying to achieve in every case by just looking at 
Class 100 between the particular points you are trying 
to check. 

Qo I suppose you are referring to the 
fact that the equalized class rate scale does not 
apply to the territory east of Diamond or Levis? 

A. No, it does not, As was brought out 
on Monday the equalized class rate scale does not apply 
for all distances in groups A to B. I would say 
that Dr. Little's theory would not seem to fit with 
his method of applying the rate increase in this 
respect. 

Qe You think it may be difficult to apply 
it east of Diamond and Levis? 

A. Well, of course, you could determine 
what the first class rate was between any two points 
and thereby find the percentage of increase but it 
would not necessarily be related to the length of haul 
and that is what I understand Dr. Little's formula 
to be based upon. 

Q. I suppose you say that by virtue of the 


fact you ascertain a rate east of Montreal by applying 


the Montreal rate plus an arbitrary? 
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f 


A. ae the way it is constructed 
although it is published as one rate, 

Qo Well, you think it may be difficult to 
apply to the maritime territory? 

A. I do not think it would be difficult 
to apply it by looking at the first class rate. All 
I say is it would not be doing what Dr. Little says his 
formula does, applying his increase to the increased 


costs of length of haul versus terminal. 


Q. Of course, the horizontal percentage 
increase method does not do any of that? 

A. It does not pretend to do that. The 
horizontal increase method isto spread the increase 
over all of the traffic in relation to the rate 
applicable, taking into consideration the factors 
entering into the reasonableness of the rates them- 
selves and which, of course, includes value of ser- 
vi ce. 

Qo Mr, Edsforth, the last increase that 
you got of 17 per cent effective the lst of December, 
1958, was for the specific purpose of putting you 
in funds to meet a wage award which had recently been 
made against you? 

A. That is right. 

Q. And that was rather a large wage award? 

A. I think it was. 

Q. And those increased payrolls which you 
had to put into effect increased your terminal costs? 


A. I suppose they did. 
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Q. And your line costs? 

As, Wess 

Ov Your freight handling costs? 

A. Yes, everywhere where labour was a factor 
in the cost. 

Q. And your passenger costs? 

A. Yes, I think so. 

Q. All of your costs? 

A. yes, 

Q. And what I have just said about the 
increase which came into effect on the lst of December, 
1958, could be said of all postwar increases? 

A. Well, wherever wage increases were in- 
volved but, of course, there were other factors in- 
volved; the cost of money and things like that. 

Qo And you recevered those increased wage 
costs to the extent that you did recover them by 
applying the Board's authorized increase horizontally 
and percentagewise to the whole freight rate structure? 

A. That is so, 

Q. And that method, I suggest, by its very 
nature prevents you from giving any effect to the fact 
that terminal costs have been increasing more rapidly 
than have been line costs? 

AY Of course I do not know that. It must 
be that to some extent because certainly the rate is 
predicated on the length of haul. There is the 


taper in your rate structure not only on percentage 
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TORONTO, ONTARIO 


<a (Frawley ) 


increase 4 horizontal percentage increase must have 
these factors, not perhaps in the way Dr. Little has 

it but it does take it in just the same. If you take 
the 20 per cent rate increase and apply it to the class 
rate scale, take Class 100 for certain distances, you 
will find that your revenue per ton mile has the 

same relationship after the increase as before it. 

Q. That is because it is horizontal but it 
does not prevent the long haul shipper from paying out 
more dollars than the short haul shipper? 

An No, because he gets more work, he gets 
more transportation, Obviously if you buy more groceries 
you pay more money and that is about it. 

Q- He gets more transportation and it makes 
him progressively unable to, I suggest to you, meet the 
market competition of the short haul shipper? 

A. I do not know that that is so, no, 

Q. The Turgeon Commission said that? 

A. They made a finding to that effect but I 
do not quite agree with that. 

Qe I would like to call your attention to 
something which appeared in The Railway Age, the July 4 
issue of this year. I will just read this to you and I 
will hand you a Thermofax copy. It is just a@ paragraph 
oer two but I will put it into the record: 

"Even the increase in 1ine-haul 

costs is serious enough -- for an industry 

subjected to such pervasive competition 


as that the government is inflicting on 
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TORONTO, ONTARIO (Frawley ) 
1 
2 railroads, but it is the rising terminal 
E costs that are really lethal, Hardly 
4 any problem confronting railroads is more 
5 important than this one, because the 
6 industry just can't live with this trend 
7 of rising costs of terminal handling." 
8 The chart below indicates and illustrates that paragraph. 
all That would seem to be, as the Railway Age points out, 
10) speaking of the American experience, a pretty disturbing 
1 situation? 
12 We eis ceri carmen anc sontcte vuacevar waren 
a you can ascribe to the ICC cost method, 
14 Qe yes, subject to whatever weight, which 
15 is not inconsiderable, and looking upon the ICC figures, 
fe subject to what they mean, that would seem to be an 
17 alarming trend? 
18 A, Well, Railway Age, that is in the United 
2 States. 
20 Q, Yes, this is Railway Age and it is 
21 a pretty good sort of publication, is it not? You 


22 met under the guidance of one of the Railway Age people 


23 not long ago, just the other day? 

24 A. Yes, we had a round table conference and 
a8) discussion. 

a Q. It is recognized as a pretty respectable 
ai transportation periodical? 

ae A. It is and 1@® not say for a moment that 
” it is not. However, here they are talking of the 

30 


situation in the United States, the situation that confronts 
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railroads there, They are talking about an ICC 


cost formula -= all of those things. 
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MR, SINCLAIR: Of ecourse, Mr. Chairman, just 
because a publication is a good publication noe not 
Be cek caning mean everything in it is correct, JI have in 
mind the last issue of Canadian Transportation which has 
on its front oaeaue picture of certain people, and there 
are remarks in there that I am sure some people may agree 
with and some may not, 

THE CHAIRMAN; We have not seen it. 

MR, SINCLAIR: Neither has Mr, Frawley, I 
gather, 

MR, FRAWLEY: @Q. I put it to you, Mr. Edsforth 
that subject to what you say about what the rate of taper 
does that your slavishly following this horizontal 
percentage increase vali ad does nothing at all to cure 
the alarming trend Railway Age talks about in the way 
terminal costs are increasing as against line haul costs, 

A, T do not agree with you, Mr. Frawley. 

You use the term "Slavishly": we are not tied to it 
Slavishly at all. If we can find a better way of doing 
it, that is certainly what we would want to do; but, we 
have notbemable to find one yet. There is nothing 
Slavish about it, 

Qe Well, as.a matter of fact, it is the 
easiest thing in the world to apply -- that is, where 
you can apply it. And that is what is wrong, of course, 
However, this is not the time to be making general 
observations, But, where you can apply it it is a very 
simple way: you bring it out and overnight the increase 
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A. Té% is not all that simple. It has 
problems, ; 

Q. I suggest to you it is its simplicity 
that recommends this method to you more than anything? 

A, No, it is not; I cannot agree with you. 

Q. You have never tried selective increases? 

A. Oh yes, we did. 

Q. T am not talking about hold-downs. 

A, I am not either, I am talking about 
selective increases, We tried them back in 1915 and 
with pretty disastrous results, 

Qe Well, that is another day -- another age, 

A, It may be another day and another age, 
but the point, of course, of Dr. Little's formula, no 
matter how he does it, is that, after all, he has a 
decending scale of increase -- a graded scale which 
puts the larger increase on the short haul traffic, and 
the Interstate Commerce Commission, when they were 
considering a formula put forward by Dr. Little very 
similar to this in ex parte 206, they found and decided 
it could not be adopted because it was complicated for 
one thing, yes, but one of their points was that it put 
the highest increase on the shorter haul traffic where 
competition was the most prevailing. 

Q. That is right, and on the short haul 
traffic, the full impact of the increase could not be 
put on there? 

A, In a lot of cases you would not be able 


to hold it, and that would be much more so than with a 
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horizontal increase, 

Qe But, Mr. Edsforth, if it cous go on 
the short haul traffic why do you not get some 
assistance from the State to allow you to put it on the 
short haul traffic rather than looking to the long haul 
traffic to take care of the short haul shipping? 

MR, SINCLAIR: Mr. Chairman, before the Vice- 
President of Traffic answers that question, the policy 
of the company in regard to that matter should be 
abundantly clear, and I would say that I am instructed 
in this matter to say that the Canadian Pacific Railway 
Company does not want assistance from the State. It will 
allow traffic to stand on its own feet except, and only 
except, in one regard have we ever suggested a subsidy 
on traffic, and that is on grain in western Canada, for 
very particular reasons, and I will go further, Mr. 
Chairman: the policy of this company I represent is 
this -- and I have indicated this to the Commission: we 
will say right now that the bridge subsidy. -- take.- 
it off, There is an example of our situation. This is 
the policy of Canadian Pacific. 

MR, FRAWLEY: My friend is making a speech and 
I will insist on making one as soon as my friend sits 
down -- well, he is sitting down now so I will make it 
now, My friend talks about "we do not want subsidy". 
He cannot pay his wages. He tells the people of Canada,|the 
government and the unions "We can't pay our wages." Where is 
the money going to come ite to a their wages? 


Anybody who cannot pay their wages -- all I can say is 
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if you find difficulty in paying --- 

MR, SINCLAIR: We do not say we cannot pay 
our wages, The Canadian Pacific did not gay it could 
not pay its wages. 

“THE CHAIRMAN: We will have no further 
discussion, 

MR, SINCLAIR: I think you have to make this 
clear, Mr, Chairman: what the Canadian Pacific did say 
is that a wage increase at this time in light of all 
the circumstances that the freeze on freight rates did 
not enable the company to operate, with its selling 
prices frozen and its costs inereasing, and the company 
has never said it is not able to pay its wages. 

THE CHAIRMAN: That is the end of that, 

WR. FRAWLEY: No, Mr. Chairman; it is not fair 
to us -=- and I am quite sure you wish to be fair, As 
long as Mr. Sinclair wants to make one of these 
propaganda speeches I want to make one in return. 

MR, SINCLAIR: I object to my friend saying 
I am making @ propaganda speech, 

MR, FRAWLEY: It certainly is. If it was 
lifted today, with the agreed charges, if this took 
increases, and international traffic not taking any 
increase, would my friend come back to the people of 
Ganada to put on another freight rate increas? 

MR, SINCLAIR: The answer to that ib, obviously, 
yes, because the way of putting an increase bn as the 
fairest and most workable way is through hofizontal 
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percentage increases, 
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TORONTO, ONTARIO (Frawley) 
1 

y. THE GHAIRMAN: We will hear that in argument. 
3 MR, FRAWLEY: Thank you very much, Mr. 


4 Edsforth, 


wm 


6 BY COMMISSIONER MANN: 


(| 
8 Qs Me. Edsforth, you had a discussion both 
9 with counsel for your company and with Mr, Mauro about 
10 the waybill analysis, or, at least, the waybill analysis 
11 came into these discussions to quite some extent, and 
12 I refer you particularly to page 18089 of volume 109, 
13 and also to the discussion you had with Mr, Mauro on 
14 certain figures, in particular at page 19533 of volume 
15 Ihr 
16 Now, I gather from that, Mr. Edsforth, that 
17 you have certain reservations about the validity of the 
218 data shown in the waybill analysis; is that correct? 
19 A, Well, Mr. Commission Mann, simply this; 
20 that it is, after all, a 1% sample of waybills, not 
ant really a 1% sample of revenue, and it is only a 1% 
22 sample of waybills of some traffic, not all traffic, 
23 moving between points in Canada, By that I mean -- 
24 and I think it is quite clearly spelled out in the 
25 introduction to the Board's waybill analysis -- that 
26 waybills involving less than carload lot -- OCS traffic 
a7 and switching traffic, traffic originating on rail point 
28 outside Canada, rail-lake and rail, rail-water-rail and 
29 ocean-rail waybills were excluded, So to that extent, 


30 Mr. Commission Mann, it is not really a full 1% sample 
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of all waybills, and not of all revenue, 

Qo Leaving aside the less carload traffic 
and only dealing with the carload traffic now, does it 
not give you a 1% sample of most of the intra-Canadian 
Graific? 

A, Well, of course, you say leaving out the 
as a ae 

Q Oh yes, just deal with carload traffic. 

A, Well, there is a fair volume of rail- 
lake and rail and water-rail and, to a lesser extent 
but still fairly significant, of rail-ocean. 

Qo Using revenue as an index, could you give 
us the percentage to which the waybill analysis now 
covers intra-Canadian carload traffic? 

A, Did you say on a revenue basis? 

Qe On @ revenue basis, or, if it is easier, 
on a tonnage basis. 

A, I do not know I can give you that, Mr. 
Commissioner Mann, exactly. I think there would be some 
variations one year to another. I would like to think 
that over just a little bit. If I can get a figure I 
will be glad to develop it. 

Qe T do not want you to go to any great 
trouble, but if that figure were handy, say, for the 
last two or three years it would be very helpful, but 
if it is a lot of work please do not do it. 

MR, SINCLAIR: The percentage that 1% is of 
the total intra-Canadian? 


COMMISSIONER MANN: That is right -- carload 
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(Mann ) 
1 
2 traffic. 
3 THE WITNESS: The total intra~Canadian revenue? 
4 COMMISSIONER MANN: Q, That is right, on 
5 carload traffic, 
6 A, For the CPR? 
7 Qe That is right. 
8 A. Yes, I think I can develop that. My 


9 thinking would be there might be a variation of 10 to 15%; 
10 in other words, the 1% might be .9 or .86 or something 


11 like that; but it could be in that range. 


12 MR, SINCLAIR: So that we get this right, you 
13 have asked us, Mr. Commissioner Mann, to develop for two 
14 or three years a percentage of the actual waybills of 


15 Canadian Pacific filed with the Board as to what 
16 percentage of revenue they were of the traffic represented 
ii by those waybills? 

18 COMMISSIONER MANN: No, that does not work 

19 because you do not have any waybills for OCS traffic or 
20 on rail-lake and rail, and lake and rail traffic; so, 
ya that does not give me what I want, 

22 What I wanted to get at is simply this: I 

23| want to find out to what extent the waybill analysis 

24 1% sample is valid, That is really the object of this 
as | exercise, and to that end I asked Mr. Edsforth to tell 
26 this Commission the percentage which the traffic showt 
27 in the waybill analysis is of the total revenue, intra- 
28 Canadian, carload traffic, of Canadian Pacific. I 

29 should make it a little ae ee and cut out the OCS 


30 traffic because I am interested in revenue traffic, 
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all 
I 


What I understand you are 


1 
MR, SINCLAIR: 
asking, Mr, Commissioner Mann, is that for two or three 


years you are asking us to determine from the Canadian 
Pacific 1% sample of waybills how much revenue that was 


related to the whole revenue for the kind of traffic 


5 
6 
7 represented by those waybills expressed as a percentage? 
8 COMMISSIONER MANN: That is admirably put, Mr. 
2 Sinelair; thank you. 
10 MR, SINCLAIR: Well, we will try. 
11 COMMISSION MANN: With this important 
12 qualification: if it is a lot of work, please do not 
13 do it. 
14 MR, SINCLAIR: I think we could get close to 
15 ee 
16 THE WITNESS: I think something fairly close. 
COMMISSIONER MANN: @Q, I have heard you give 


evidence over the years, Mr. Edsforth, and very often 


that evidence referred to the waybill study? 


19 
A, That is right. 
What does the waybill analysis do for 


20 
Qe 
Are you happy about having it? 


22 the railways? 
A, We do find it useful, Mr. Commissioner 
Mann, but generally, for one thing, as perhaps indicatin 


trends -- the growth of competitive traffic in proportio 


to the total traffic, and also the same with agreed 


20%, 
26 
27 charges, We use it more for that purpose, and perhaps 
28 sometimes we want to get a specimen of a movement and 
29 you want it quickly and you can get that. Of course, 
if you are making a study you would go further than that 
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ae Could you not get it out of your own 
records without going to the trouble of photostating 
Waybills -- instructing your agents, first, to pull them 
out and then photostating? Gould you not get them out 
of your own records just as easily? 

A; Make our own waybill analysis? 

Q. Yes, for trend analysis. 

iG Yes, I think probably we could, Certainl 
we would have a little bit more work to do in our own 
accounting department, Yes, we could do it that way. 

Q. Would you prefer to do it that way? 

A, I do not know that we have any particular 
reference. You see, we get the cards for each of the 
waybills we .send to the Board, and we run them through 
and make our own Board's waybill analysis -- of our own. 

Q. Do you find there are any shortcomings 
on that waybill analysis as you get the card? 

A, I do not quite understand that. 

Qe Once you start making your own analysis 
do you find the 1% sample has any serious shortcomings? 
What I was really aiming for, Mr. Edsforth, is to get 
your idea as to whether there are any improvements that 
should be made on the 1% sample? Should the size be 
changed, or the information be altered? Should there be 
an 1l.c.1l. waybill study? 

A. We tried that once. 

Qe I know. 

A, And we went down in a morass of figures. 


We did try an 1.c.1. waybill analysis once and it was 
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so voluminous and took such a long while to prepare that 
the information, when we got it, was really of no 
practical value. So, I do not think we should attempt 
Go do it now. Whether there is any way of improving the 
method of taking the sample out, I do not know, I 
Suppose the more waybills you put into the sample, that 
cuts down to some extent the margin of error, but it 
also increases the volume of work, This does involve 

a great deal of work on our part and a good deal of 


expense, I might add too. 


--= A short recess -<-= 
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TORONTO, ONTARIO (Mann ) 
1 

2 THE CHAIRMAN: Order, please, , 

3 COMMISSION MANN: Q. I think, Mr. Edsforth, 
4 we can probably diseuss the next point. I am now 

5 through with the waybill coverage. 

6 I wanted to discuss with you, Mr. Edsforth, 

7 something that appears or that takes its cue from 

8 remarks you made at page 18095 of volume 109. 

9 A, Yes, I have that here, Mr. Commissioner 
10 Mann, 

11 Q. I have reference in particular to your 
12 discussion with Mr. Sinclair, where you said that 40% 
13 is a fair sized increase. Of course, this, as I 

14 realize, is on the movement of sugar beets on a short- 
15 haul movement, 

16 Then, on the next page you say, starting at 
17 line 8, that if such an increase were to be put on the 
18 traffic the shipper would use alternate transportation, 
19 or the movement would dry up, or the railways would 

20 have to decrease their rate substantially. 

21 On page 18097 you say you have to look ab 

22 the effect of rates on the movement of traffic, and 

23 whether traffic will be dried up; and this is an 

24 important consideration, not only from the shipper's 

25 point of view, but also from the point of view of the 
26 railway's revenue. 

27 Well now, in any increase that you contemplata, 
28|| | Mr. Edsforth, you try to the best of your ability to 

29 judge the erosion and attrition factors that pertain to 


30 the increase? 
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A, Yes, we do, Mr. Commission Mann. We 
try to. 

Q. Now, in the latest of the series of 
post-war increases, which was an application for a 19% 
increase in rates, as I recall it, you had an erosion 
factor of 50% on competitive rates, and I believe either 
20 or 22% on normal rates? 

A, 20%, I believe, on normal rates, Mr. 
Commissioner Mann, 

Q. Right. Now, that, Mr. Edsforth, was 
based on a 19% general increase in rates? 

A, Yes. 

Q. Now, let us take the 40% that was 
mentioned in another context here in the record, Let 
us take that and postulate that you were now thinking 
of increasing your rate level by 40%. What amount of 
an erosion factor, roughly speaking, Mr. Edsforth, 
give or take a few percent, what kind of an erosion 
factor would you expect (a) on competitive traffic, and 
(0) on normal traffic, against the evaluation you made 
in the last case? 

A, Well, I find it difficult right at this 
point to give you any kind of a figure, because I 
think you would have to evaluate that increase on the 
various types of traffic that you handle, In other 
words, the erosion might be very much more severe on 
the shorter haul business and you could not handle 
the traffic. That could change the percentage quite 


substantially on competitive as well as on normal. 
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ANGUS, STONEHOUSE & CO. LTD. Edsforth, 197 OF 
TORONTO, ONTARIO (Mann ) 


Q. Yes? 

A, Now, I could not say what it would be, 
but I think for that reason it would likely be . 
substantially more than in the case of the 19%. 

Q~. Yes. You would not necessarily think 
that because I doubled the increase applied for you 
would get 100% erosion on competitive and 40% on 
commodity and class? 

A, Oh, no, I do not think so, I would have 
to really look pretty carefully, but I could not quite 
visualize 100% erosion on competitive, no. 

Q. But it would be substantially greater 
than 50% on competitive traffic? 

A, I think it would be, and I think it 
would be greater than 20% on normal traffic, too, Again, 
I say because of the incidence on the shart haul or 
low value goods. 

Q. Yes, right, 

Now, Mr. Edsforth, you have a 12% outstanding 
now in respect of materials, I believe, increase in 
materials which is the balance of the case that resulte 
in a 17% increase in 1958? 

A, Well, I do not know, Mr. Commission 
Mann, whether it is just tied to materials alone. I 
think the increase is to bring our revenue up to 
permissive level of earnings, and of course there would 
be more than material costs there and the cost of 
money. Change in traffic mix -- that is quite 


important. 
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ANGUS, STONEHOUSE & CO. LTD. Edsforth, 19708 
TORONTO, ONTARIO (Mann ) 


Q. That application was made in 
September, I believe, of 1958, 

A, Yes. Now, I am sorry I cannot give you 
the exact date of that. 

Q. I think I am wrong there. The original 
application in respect to wages was made in September, 
1958, but I think the other one was made in February, 
1959. 

A, Probably. 

MR, SINCLAIR: Well, Mr. Commissioner Mann, 
actually the situation is this: there was an 
application started -- the way the application is 
drawn, it has what we would call a general clause, 
and my friend had this aspect. There was the question 
in issue of an interim increase for requitement to 
the railways of the wages, All other issues which 
involved the changes in rate levels that would be 
required to meet a permissive level of earnings - 
calculated on the Board's Requirements Formula as it 
then existed, plus the question of a new level of 
permissive earnings. So that,involved in the second 
issue very materially were changes in material prices; 
changes in tax rates, which a will recollect increase 
(income tax rates) by about 3%. Unemployment insurance 
increased by about 10%. Sales tax increased by about 
2%, These were all in the budget resolutions that 
became effective in 1959. 

So that, what the witness is saying is that 


quite frankly the. way this operates is that we draft 
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ANGUS, STONEHOUSE & CO. LTD. Edsforth, L789 
TORONTO, ONTARIO (Mann ) 


2 in the railway law section of the Canadian Pacifie 


3 Railway and the Canadian National the form of the 


4 application; the revenues are estimated by the traffie 
5 department, and the expenses are estimated by the 
6 various departments, and the short fall to a given 


7 figure is developed. Then, the traffic department is 


8 asked what is to be required to meet that. 

9 Now, it is not Mr. Edsforth's job to say what 
10 are the various elements in expenses that are being met 
11 by an increase case, In other words, I would hate to 
12 have it suggested that the second part was restricted 


13 to materials, and I think Mr. Edsforth is saying that 


14 what the Board in its judgment noted here was the fact 


15 that --- 
16 THE CHAIRMAN: It covers all additional costs? 
17 MR, SINCLAIR: I beg your pardon? 

—-18 THE CHAIRMAN: It covers all additional costs, 
19 MR, SINCLAIR: It covers all additional costs, 
20 sir, and also the question of what would be a reasonable 
21 permissive level of net rail income for Canadian Pacific 
22 COMMISSIONER MANN: What I wondered, Mr. 

23 Sinclair, -- and this was really the purpose of my 

24 question -- is whether that 12% which is now under 

25 | adjournment -- 

26 MR. SINCLAIR: With respect, it is not 12%. 
27 COMMISSIONER MANN: Was there not a figure 

28 put on it at the time? 

29 MR, SINCLAIR: Subject to the reserves that 


30 I am saying were in the application; so that when you 


wat sar i ‘ 


sie : betontas Be 9 oma 8 beanegee ‘suka cond ‘Saran 


obtion. oii ee Hosoudes s one co nae 


“a 


y 2 : oa i 


ei thontteqed oLVhaad ‘ond ene ‘pega! eved a ‘Stam 


¥ 


» Med dass. od berlapar od od at = sw pexen 


laste Yes oF dot eiitdoe 


Le 


¥ n ‘ 7 
pn fae OP oo) ee ‘ok is 7 dun 
i v4 ree Dy Pat aes a £ : ow 20) at “ 
bp e Pte i an ney Whe «Je oy Le Wi . ; i ie mi 


} an Wee 
nt. es eee | ew ie ee Neg Soe 3 hy ead ams " ye ere we = ae r » " J 
vO ei ha SFG GD | eee Gy beh pa) ope: 8: Ml ae CRS BRE) iece ¥ perid. ne 


Ra " 


Sen yo MOR Pie rn 


‘gias eteorond aa % 


N PT ‘ \ 
; ca ye ew ord +o b Dered evi : ae f a 
Bn A Gs Oh iW TESS HACORSe Be det Hoeteenerre iy 
| 7 , id 
‘ i 
ey 
i ‘ z 
i ay ee a ™%, ay t + ¢ 
4 ' Z or ” a a » i De thy 
& i phew Fy Ky A ‘ an i ; 9 tis ie id K RS me | ‘ i f fy Fe 
i 4 i 
, g 
; 4 
‘ ik» % ’ ; f iS 
i a <ES Meh at ree SORE eG ES crf SAO cle 
- on © | mW 
b 
reo hie ot 
i 1 
as ‘ ‘ , i OP hoes oe 
rT i 7 % 
| 4 ‘: 7 
j 
} cy ek ST ee the at ‘4 ‘ f f - ‘ 
- y " ‘ Li wee - " 
« (aU 30 ud rc a t A 4 Fe fi \ yt Ned Pe ‘ va | myeT ok eae) ; ' 
4 io Cad ae ‘tems, d be | 
i i iy 
5 R h 
i 
§ i 
4 
; A vr S id “ ‘ Ml » 
’ | v } 1 4 Pe rs ¥ £ J 
‘ Thi ? a Bi ae he : 2, aa x —s i, 
, Q 
t 
en ot ; \ - 
Le 4 PF : 4 4 ¢ 7 
1 BOO: Teaolithbhe- it 06 - amare jae i 
; — ' / oh & + 
, ¢ } F 
: ’, 
; o 4 
Rar ; 
' es o by ‘ ag 4 v 7 
) fey a mt) oy i B¢t ry ffs : ie GT ip oy 4 Yee ai f 
i , bs oo, * 4 * _ 4 « hed 1 
| i nan F, Pandh Op Walla nade |: gy andl / 
I 
i, 
ap : . 
iAitanqganacn Me) igh oP ft tes Meiotioy Phy pai iN be 
SLISROasee # od Biwow Ieee) Der enters » aad OBES Baw 


Be 
4 
iow 
ed 


Aeitiedeiaara- ane ns 
i 
y 
Z 
‘ 


ws 
* 
z 
J 
~ 
a 
se 
. 
cee 
$2 
= 
= 
“< 
5 
Pa a 
~*, = 
ws 


ae | ey eee ee tetas Weer da 55 fea ear seee 

| } a RP RAE) SRURT ® Oe sa rig Dee (MD sv as Lv arte. Ge me - th " 
: ee . x 
i 


RSL VOM BL 3 , toeguet Bake suatonne oe 


ELT BS Dos otodd sen SH 


he 
+f ye 


ae 
iin 


i 


i) 
ANGUS, STONEHOUSE & CO. LTD. Edsfor th, 1971 0 
TORONTO, ONTARIO (Mann ) 


come, you take into Eee a the changes that take place 
in the meantime up or down, And in this case they were 
very materially up. 

COMMISSIONER MANN: The 12%, which has been 
bandied about, is no longer valid today; that you would 
likely end up with a higher figure to finish the balance 
of that case? 

MR, SINCLAIR: A higher figure than 124? 

COMMISSIONER MANN: Oh, yes, and that is quite 
removed from any increase in wages that you have 
experienced or will experience or may experience? 

MR. SINCLAIR: - No, sir, not quite apart. I 
am sorry; it is not that easy. The running trade 
operations that came in were in many of the contracts 
of a longer term than the non-ops. And, with differing 
levels of wage increases, none of them were less than 
the non-op basis. Although, there were in some cases 
some rule changes, particularly this is applicable to 
the trainmen's organization, and also there are some 
changes with the B, of L.F. & E. in thein wage 
contract. the point is the wages would still be in 
the second part, in part, and so you cannot say 
exclusive of wages. 

COMMISSIONER MANN: Exclusive of the wages -- 
of the wage level which the non-ops may or may not obtain 

MR, SINCLAIR: Exclusive of the wage increase 
costs that weré dependent upon the application of the 
non-ops settlement across the board. 


COMMISSIONER MANN: Thank you very much, I 
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ANGUS, STONEHOUSE & CO. LTD. Edsforth, LOF11 
TORONTO, ONTARIO (Mann ) 


have it now. 

Q. Mr. Edsforth, this gets into more of a 
traffic field now. You were eee with Mr. 
Sinclair the question of per car rates and incentive 
rates, And you say at page 18123 of volume 109: 

"T am strongly of the opinion that incentive 

rates based on a graduation in the rates with 

relation to the minimum is the proper way 

to. do it," 

A, Vee. 

Qe Now, what I wondered about, Mr. Edsforth, 
is why would it not be desirable to put more graduations 
into Canddian freight classification No. 20 with regard 
to the carlioad column of ratings? 

A, You mean different ratings for different 
minimum weights, Mr. Commissioner Mann? 

an Yes, You have that now with regard to 
canned goods, I believe, and in one or two other 
eommodities. But why would that not be a desirable 


thing for all commodities moving in carloads? 
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ANGUS, STONEHOUSE & CO. LTD. Edsforth 19712 


‘A TORONTO, ONTARIO (Mr .» Mann ) 


A. Well, I think for all commodities, that 
takes in a large field because there are some commodities 
which, because of their bulky nature and so forth, cannot 
move at any more than the stated minimum so there would 
be no point there in putting in incentive classification 
ratings, Now, I think you would have to look at the 
different commodities and determine whether the classi- 
fication of the goods and minimum weights attached thereto 
could be valid. I think a much more satisfactory way of 
doing it is by making it on commodity rates because then 
you are looking at a specific movement, you can see the 
swings in your cost resulting from the different weights 
loaded and, therefore, you are sate to get a better idea 
of what a better classification would be, When you are 
dealing with class rates in a general classification there 
may be problems. There may be many cases like the canned 
goods where it may work out, 

Q. One of the problems may be to the extent 
a commodity -- commodity rates have some effect on the 
class rate, especially and the classification would help 
also to reflect the varying minimum and minimums if 
that is justifiable under the circumstances? 

A, It may or may not be, You see, the class 
rates are really for general advocation, and, therefore, 
they must take in wide sweeps all conditions and circum- 
stances, 

Q. Why did you do it on canned goods? 

A. I recall there i was in part to meet a 


competitive situation, that was carrier competition to 
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take some advantage of the lower minimum and it was 
more or less done as an expedient, let us say. I 
think later on we picked up most of that in our 
commodity tariffs and agreed charges, 

Qo Now, we have had quite a discussion 
before this Commission about deciias reasoning 
and I hope you and I can stay away from circular 
reasoning. I was going to refer you to page 18148 
where in respect to that you said with regard to 
these rate tests, you said at line ll: 

"What I had in mind was to maintain a 

reasonable relationship so your structure 

will not get all out of balance." 
Well, now, we have witnessed, Mr. Edsforth, an 
increasing trend towards what you might call 
specific rates, that is competitive rates put in 
to meet a specific situation,point to point, namely 
to meet carrier competition or external market 
competition, Now, all these specifics must, by 
definition, destroy the general and then you can 
weigh -- why then must we worry so much about main- 
taining a reasonable relationship when the dictates 
of competition destroy the very essence of a reasonable 
relationship? 

A. Well, I do not know that I can altogethe 
agree with you that you destroy the very essence 
because, true, you do put in competitive rates or 
agreed charges to meet particular situations, specific 


situations, but nevertheless you do have a large body 
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of traffic still moving at normal rates or, that is to 
Say, rates not dictated by force of carrier or external 
market competition, I think it is important to keep 
this in a fair relation, 

Qo I understand that. You see, of 
course, what one wonders about is this; this body of 
normal rates is shrinking, it is dying of malnutrition 
while the other body is increasing as can be seen very 
readily from the trends shown in the Waybill Analysis? 

A. yes, I think we are certainly making 
more competitive rates and agreed charges and perhaps 
to some extent that is reducing the amount of traffic 
moving at normal commodity rates but it is by no means 
insignificant, very much to the contrary. 

Q. I understand that but take class rates, 
for instance, they are a very small percentage of 
overall revenue. Commodity rates are still a fairly 
large percentage but if you look at the trend lines 
it is a decreasing segment of the rate structure, 

When I say this I mean the normal rated traffic. 

A. Decreasing in absolute volume or do 
you mean relatively? 

Qo Relative to the rate structure as a whole. 

A. It may be decreasing relatively but 
not necessarily so in absolute volume, That is the 
one thing you must look at. 

Q- I understand, the reasonable relationship 
really is a reasonable relationship on one normal rate 


to another normal rate but not necessarily the 
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1 
reasonable relationship of a normal rate to a com- 
This is what you suggested to me 


petitive rate, 

4 earlier? 
A. yes. I do not consider that you can 
test the level of a normal rate against a commodity 


rate to test the reasonableness of one or the other, 
I understand that, but if you follow 


Q. 
me on a flight of fancy like this, that in the year 1965 
there would only be @ few and a very insignificant 


few normal rates left in the rate sructure, well then, 
reasonableness would be no longer apparent 


12 the test of 
or it would have diminished so much in importance to 


14 all intents and purposes it is no longer of any 
Would that be right? 


15 importance, 
I am not quite certainwether I got 


Az 
your question correctly but did I understand you to make 


an assumption that all normal rated traffic had dis- 
This is, 


appeared by 1965? 
Was very insignificant by 1965. 


Q. 
of course, an assumption based on no facts at all and I 


want to give the impression that is what will 


22 do not 


but I suggested to you to follow me ona 
I presume 


23 happen 


24| flight of fancy. 
Well, it is quite an efért. 


A. 
26 if you ever get to the situation you speak of there 
competitive rates then the reasonablness of 


27 having only 
those rates would be measured against the competition 


you are meeting. 
That is right. It would then have to be 


Q. 
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1 

E a test of reasonableness rather than the test of 

3 reasonableness comparing one rate to another to keep 

4 the rate structure in balance? 

5 A. Well, I presume, yes. Specific tests 
6 of reasonableness perhaps to this extent that your 

7 rate level being below what you otherwise apply is 

8| then determined by the competition and that is the 

9 test you apply. 

10 Q. You see, what I wondered about was this? 
11 that the concern with keeping a rate structure in 

ha balance was greatest -- and this is what q was going 
Is to ask you -- was it greatest at the time when by far 
if the vast majority of the traffic may be under normal 
15 


rates in the days when you had a virtual monopoly? That 
coneern was greatest then, was it not? 

A. Well, I would think it was a great 
concern then but it still is, because we still do have, 
and I must keep coming back to that, a big volume of 
traffic moving on normal rates to which the tests 
relate, 

Qo I do not want to belabour the point but 
this test was easiest for you to apply in the days 
when you had most of your traffic moving under normal 
rates? 

A. No, I do not think so,necessarily. I 
do not think it would be any easier to apply under 
those conditions than it is now. 


Qo It applied to nore rates? 


A, Well,a matter_of degree, that is all, 
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(Mann ) 

Qo And it applies to fewer rates now? 

A. 


Well, when you say it applies to fewer 
rates, that may be one thing but you also have to leok 


at the traffic that moves, these rates by these do 
not mean very much, 


Qo 


And that may be tested statistically 
to some extent? 


A. 


I suppose it can, 
Qe Now, on the same page, 18148 of volume 
109, you say, starting at line 25: 


"Well, in a given case you would 
determine it first of all by conferring 
with the shipper, looking at the product 
involved, determining what the market is 
and any relevant facts you have got." 


I wondered about this phrase you use “determining what 
the market is"? 


Can you use it in relation to the 
reasonableness of the rate as a test? 
A. 


Well, I 


ab 


think there that is one of 
the factors you look at in order to determine whether 


the traffic was moving freely in regard to its po- 
tential. 


Q- 


How do you determine the potential? 
A. Well, 


of course, when you are 


negotiating with a shipper you generally discuss that 


with himand he can tell you pretty well what the 
potential is. 


Qo 


Do you always agree with his assess- 
ment of the potential? 
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Ae Not always, we often make our own 
studies too, as I think we should. 

Q. And if you think he has overshot his 
market and is perhaps too ambitious in his attempts 
to reach markets then you tell him so? 

A. You mean to say he thinks the potential 
is greater than it really is? 

Q. That is right, 

A. Well, we will say we do not think there 
is that much traffic involved but you have ways and 
means of testing it. You perhaps look at other 
suppliers, what they are doing, and so forth. 


Qo There is, in other words, a value judg- 


ment involved and there seems to be, I am not quarrelling 


with the phrase, a value judgment involved by the 
railway as to the economic activities of a given 
plant? 

Ae Well, there is a value judgment, of 
course, that is so but it is something that is not 
an arbitrary judgment, it is a judgment that you sort 
of work out in conjunction with the shipper if it is 
at all possible, 

Qo But there may be a conflict of opinion 
petween the two of you and to that extent one opinion 
must prevail over the other? 

A, Well, I suppose that is right, yes.. 

Q. And you go now particularly extensively 
into market research? 


A. We are doing a great deal more of that. 
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Of course, that is something that will require a 
good deal more information but we have been working on 
it to get our statistics a little better in our 705 
programme, Now, we started to get right after 
that back in 1955 and actually got our first computer 
machines in 1957. There are some real problems 
and it is not easy to develop this kind of information, 
It is a problem of getting your lines of communication 
set up, your personnel trained as to new methods of 
doing things, getting your material, checking on the 
quality of the material, and, very frankly, we still 
have not reached the stage where we are satisfied that 
we have the quality that we want sufficient to give 
us the answers we need, but, we are working on it and 
are making progress all the time. We do hope with 
the information, when we get it, to be able to do 
a better assessment of market potentialities in 
relation to our own traffic. 

Q Knowing the tenacity of the C.P oR. as 
I do, I am quite sure you will get that information, 
However, you see, that in a sense forces you, and 
perhaps very justifiably so, to take into account in- 
ternal market competition, 

A. Internal market competition? 

Qe As between shippers and a given market? 

A. No, I do not think so, not as a 
basis for setting the level of your rates, Certainly 
it forces you to look at the traffic that is moving 


to the market and through whatever sources, but it does 
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(Mann ) 


not force you to do that in relation to the rate level 
as between suppliers. It may have something to do 
with the overall rate level that all suppliers pay 
relative to the distance. 

Qe I wondered how you could possibly stay 
away from it to have a situation where one shipper 
is in a market and another shipper, something having 
happened that I cannot define right now, wants to get 
a lower rate and you think on the basis of your own 
market research that he is too ambitious in reaching 
that market may put some influence on his reaching 
that market? 

A. Well, may be. Of course, that depends 
on the validity. What I do say is this, it does 


not have any validity at all in determining what his 
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rate may be in relation to the rate of another supplier 


and that is what I mean by meeting internal rate 
competition. 

Qo I think I understand, Now, you were 
very frank with us and told us you are certainly not 
wedded to the horizontal percentage increase method. 
I had a discussion with Mr. Roberts about this and I 
wondered whether what we have today is really a 
horizontal increase or whether it is an ex post facto 
selective increase? 

A. I think I do remember reading your 
discussion on that and what you are saying is that a 
horizontal increase, by reason of the fact that you 


have to make adjustments afterwards,is a selective 
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Now, I do not think you could put it 


increase, 


in those terms because if you do it beforehand, before 
you make your increase and you decide what commodity 


you are putting it on and how much you would put on 


this and that, you are sort of using your own arbitrary 
But, when you make the 


decision as to what to do. 
adjustment after the increase it is not your decision 


that forces that, it is the competition of the carrier 


competition or other things that require it, 
I understand that, but what difference 


10 


11 
as it were, we end up with 


Qo 
does it make when in the long run when this whole thing 


comes out of the grinder, 
a selective increase, do we not? 
Well, it all depends on how you like to 


14 

A. 
use the term, The term "selective increase" as it 
has been put forward at times before various regulatory 


tribunals has been carriers select an increase and 


in this case we do not, 
Let us put it this way: if the carrier 


Qo 
selects the increase before he makes his application 


he takes into account many other factors and I cannot 


exhaust them all but the competitive situation in 


which that movement finds itself, there are various 
there are many. 


| 
factors that go in? 
Those are some of them, 
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Qo That is right. Well, these same factor 
in a sense come up after you have made the increase? 

A. They develop after the increase and 
therefore they are based on actual experience, Mr. 
Commissioner Mann; that is to say, when you make a 
selective increase beforehand you are prejudging the 
situation, rightly or wrongly; but, afterwards, if you 
have to make the adjustments after the increase, then 
it is not a matter of your judgment. It is a matter of 
the facts as they are. 

Qe yes, I understand that. 

Pe And there is guite a distinction, 

Qe What I was merely trying to explore with 
you is that in the long run the thing is exactly the 
same, isn't it? 

A. No. 

Q. Quite apart from Shacecieavat 

A. No, the results could be very, very much 
different. 

Q. Yes, I can see that, 

A. In other words, we might decide at a 
time we were going to exempt this particular traffic 
and not that, but it may turn out the one we were 
going to exempt took all the increase and the other 
didn't. 

Q But you do now exempt certain traffic: 
take the incentive rates between Montreal and Toronto, 
and I believe the l.c.1l. incentive rates applied in tle 


Atlantic provinces -- and this is C.N.R. == the incenti 
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rates between Montreal and Toronto did not take the 
17 per cent increase? 

A. Between Montreal and Toronto? 

Qo Right. 

A. That is right, they did not. 

Q. So, somebody made a prejudgment and made 
a selection? 

A. In that particular case, 

Q. And in any other cases? 

A. Where we decide not to put it on, yes, 
but there I think your prejudgment was based on circum- 
stances that you were pretty certain of. 

Q. I understand that. I was just trying to 
see to what extent we have today and have had in the 
last couple of years horizontal percentage increases, 
as the public understands horizontal percentage 
increases: that was the pirpose of this discussion? 

A. yes, sir, Well, I still think they 
are a horizontal percentage increase, and any selection 
that comes about is brought about by circumstances 
which follow. 

Qe The horizontality is not as horizontal 
Se it was in 1948? We have got the inclined horizontal 
increase now? 

A. I just don't exactly understand that. 
You mean to say it is slanting. It depends on what 
commodity you are looking at. 


Q. Mr. Edsforth, you are familiar with X223? 
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A. yes, the recent increase in the United 
States? 

Qo yes. 

A. Yes. 

Qo There the principle was followed which 
divided rates for increase purposes between those rates 
below 65 and rates above 65 cents per 100 pounds? 

A. That is right. 

Q. For a lower increase on the below 65 
and a hiher one on the above 65 cents a 100 pounds? 

A. yes. 

Qo Do you think that is a system which could 
be followed in Canada? 

A. This, of course, Mr. Commissioner Mann, 
was an increase of half a cent per 100 pounds on all 
rates less than 65 cents, and one cent per 100 pounds 
on all rates over 65 cents, 

Q. yes. 

A. Well, I don't know; you see, in this 
ease the increase is a very, very minor one, and I don't 
know that the results would have been very greatly 
different if you had taken a percentage increase of 
perhaps 13 per cent. But, if you get into an increase 
where you need 15 or 20 per cent, I do not think I 
would follow that system; I would not advocate it. 

We would be in all kinds of trouble. 

Qo Mr, Edsforth, let us quickly move on, if 

I may, to something else, and that is a discussion on 


subsidies which you had with Mr. Sinclair and with 
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ul 


if 


other counsel, and I am particularly referring to page 
18179 in volume 109 where you say at line 20 -- and 
this is with regard to the maritime provinces == 

"In other words, it is the shipper who would need the 
assistance and it should not be tied to transportation 
costs." I wonder whether you could tell us why a 
shipper would need assistance, by way of subsidy? 

A. There might be very many reasons; there 
could be a difference in labour costs, there could be 
a difference in his taxes, water supply, power, or his 
unit costs of output determined by a smaller production 
versus another competitor, Those things might require 
some assistance -- I don't know. 

Qo And you don't think thet transportation 
should be used at all as a vehicle for distributing 
such assistance? 

A. No, I don't think so, Mr. Mann, Even 
in the case of the grain we don't feel it should be, but 
it is a matter of an alternative. Very frankly, ona 
just and reasonable rate level, that rate in western 
Canada should be at the level, as we say, averaging 
about one cent a ton mile, and that is what the shipper 
should pay. 

Q To be perfectly consistent, then, wouldn't 
it be ideal if you could raise your grain rates to what 
you think a just and reasonable level of rates is, and 
then if the shipper needs assistance because his labour 
costs are too high or his scale of production is insuf- 


ficient, bearing in mind world productivity, would it 
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not then have been more consistent to advocate that the 
shipper of grain should obtain assistance direct instead 
of having it administered by the rate structure or the 
field of transportation? 

A. Well, that might develop into a basis of 
a means of doing it. Actually, the rate should be at 
that level on a just and reasonable basis, and if 
assistance is needed by the producer, then a means 
should be found for getting it to him, and all I have 
suggested here is that this perhaps may be a means of 
doing it. Maybe it is not. Nevertheless, those rates 
should be at that level, and if Parliament decides 
assistance is needed because of some hardship or dis- 
locations, then they should then find a method of doing 
it. | 

Q It is only the feeling that Canadian 
Pacific has that the hewing to the principle would be 
impractical that made it suggest to this Commission the 
method which it advocates for the assistance on grain 
rates? 

Aw We suggested a method that we thought 
might work out well. It does not necessarily follow 
that is the only method. Parliament may find another. 
This was our suggestimas to a way of doing it. 

Qe Then, we could say, and I suppose it 
would follow logically, Mr. Edsforth, that the principle 
of not using the rate structure or transportation 
generally as a vehicle for adjusting economic differen- 


tials is not an immutable principle, but may be broken 
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if the practical situation demands that? 

A. Well, Me. Commissioner Mann, I don't know. 
That is a rather large question, 

Qo We have got gome large questions to deal 
with before this Commission? 

A. I know. I am not saying it is difficult, 
but I am trying to see if I can cover it. It would 
depend on the practicality of the situation, I agree, 
and I thinkit should also depend largely on what circum- 
stances forced the need for a subsidy, but in my humble 
opinion, Mr, Commissioner Mann, it is wrong in principle 
to just tie everything into the transportation subsidy. 

Qe I understand that, but there is nothing -- 


Bee There are other factors. 


Q There is nothing sacrosanct about trans- 
portation that exempts it as a suitable vehicle for the 
disbursement of subsidies that shippers might need? 

A. If it was only on transportation alone, 
or something like that, no, 

Q. Well, in one circumstance it may be the 
tax structure which is a good vehicle for disbursing 
the largesse of the State; in another instance, as I 
understand you, it may be the field of transportation 
which is the most suitable vehicle for the disbursement 
of sums to needy segments of the population? 


A. I think it would depend on circumstances, 


f 


Mr, Commissioner Mann, and I think in all cases, no 
matter how you do it, the subsidy should be paid to the 


man who needs it and not processed through some other 
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Q. But there may be practical circumstances 


which, for instance, in the light of your investigations 
have forced you to suggest to this Commission that the 
shipper of grain to export positions should not be the 
direct recipient but should be the indirect recipient 

of the subsidy? 

A. We suggested that because of the area 
which was involved, and the possible practical difficul- 
ties of doing it. But, that may not be the whole 
answer. Somebody else may have a better way. | 

Q . On page 18184, Mr. Edsforth, you answered 
Mr. Sinclair by saying this, "I think the general positi 
on subsidies is pretty much the same, a subsidy should 
be given to the person for whose benefit it is and not 
through some other means," 

As That is what I have just said. 


Q » Yes, and Mr. Sinclair asked, "And would 


you make any exceptions to it at all?" and you answered, 


"Well, only in the case where there is no practical 
alternative and where, for economic repons, a level 
of rates must be maintained ...", and then you go on, 
I wondered whether you could tell us what 
economic reasons you had in mind? 
A. Well, I didn’t have any in mind. I just 
said if there were any economic reasons, I wasn't 
trying to spell out what they were, 


Q@. This would be following what you said to 


me earlier about differentials, water rates, scale of 
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those are economic reasons? 
ma] 


production and so on: 
Well, yes, those could be economic reasons). 


A. 
There may be others I haven't thought about. 
I think that is all I have, 


Oh, indeed. 


Qo 
Mr. Edsforth, thank you very much, 


BY COMMISSIONER GOBEIL: 
I have only one question, Mr. Edsforth,. 


Qo 
This morning to a question by Mr. Frawley about selec- 


tive increases you said you had tried it in 1915 and it 
Will you tell me how disastrous it 


was disastrous 
yes, Mr.Commissioner Gobeil. 
This was l.c.l1.? 

it covered a lot of come-= 


was? 


A. 
THE CHAIRMAN: 
THE WITNESS: 


Chairman, 


No, 
It was a general increase in 
Commissioner Gobeil. 


The railways 


modities, Mr. 
eastern Canada, Mr. 
found in 1915 that they were short of revenue -- they 


needed additional funds, and so they put forward an 
increase suggesting various kinds of increases, cents 
pér 100 pounds, and different amounts on different 


commodities and I think there was a percentage or two 
That just brought about a tre- 


1 
2 
3 
4 
> 
6 
7 
8 
9 
10 
11 
12 


in there as well. 
mendous storm of protest and requests for hearings. 
And those hearings lasted a 


THE CHAIRMAN: 


25 
26 
27 long time? 
28 THE WITNESS: In my recollection, if my 
29 recollection serves me right, they took as much as a year 
and a half and caused no end of trouble. 
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MR, SINCLAIR: And that is a long time. 

THE WITNESS: And, of course, all the time 
the railways a et ed 1h in need of money. That was 
what was disastrous; they needed money then, and it 
took them a year and a half to get it. 

COMMISSIONER GOBEIL: That is all, thank 


you. 


RE-EXAMINATION BY MR, SINCLAIR: ~ 

Q. Mr, Frawley put to you this morning 
that if you were going to raise rates -=- the low rated 
traffic =- you would be concerned with that, and he 
said that there might be a question of public interest 
involved, Do you remember that question? I 
haven't got a transcript of it, but he used the phrase 
in his question to you that in raising low rated 
traffic to a higher level than was existing there 
would be the possibility of you being concerned with 
the question of public interest in regard to the 
reasonableness of the level of low rated traffic? 

MR. FRAWLEY: I think I instanced coal and 
sand and gravel. 

THE WITNESS: I think I remember the general 
tenor of the question, 

MR, SINCLAIR: Q. Mr. Frawley is kind 
enough to say he instanced coal and sand and gravel. 
Now, Mr. Edsforth, my question to you is this: in 
fixing the level of coal rates and the increasing of 


coal rates, what effect on the level do you give, as 
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a rate man, to the question of public interest? 

A. Well, the fact the level of the rates 
is tested by the test of reasonableness; that is to say, 
the fact that whether the coal rates are paying for 
their cost of transportation plus a fair céntribiation; 
whether these rates are in proper relation in the 
freight rate structure having regard to CURE Un a ot 
characteristics, value, and so forth, and that is the 
extent to which I think the public interest would be 
involved -- that the rates are, in fact, at their 


proper level and making their proper contribution, 


--=]uncheon adjournment, 
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--- On resuming at 2 p.m. --- 


THE CHAIRMAN: Order, please. 

MR, SINCLAIR: Q. Mr. Edsforth, just -prior 
to the noon adjournment, I was discussing ware you the 
question that arose from my friend Mr. Frawley's 


questions to you concerning low-rated traffic and the 


effect of public interest in the making of rates. You 


told the Commission that the public interest in the level 


of the rates was determined by these rates being just 
and reasonable, and you explained what you meant by 
that? 

A, Yeas. 

Qs And Mr. Frawley instanced this as one 
of the examples by coal. Has the public interest in 
the movement of coal been reflected in any way in 
regard to transportation charges paid by shippers as 
distinct from the level of the rates? 

A, Yes, that is right. By means of 
subventions. Let us take for an example coal moving 
from the Crow's Nest area of British Columbia -- 
Blairmore -= that range, to Vancouver for export to 


Japan. In that case, the Canada coal was competing 


with coal produced in other origins, such as Australia, 
and places like that. And in that case, the government 
in order to enable the producers to reach those markets 


eranted a subvention or a subsidy to the coal producers 


in western Canada, 


Qe Did the coal producers abject to 
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receiving a subvention tied to the movement of coal 
and reflected in a lower level of transportation 
charges, Mr. Edsforth? 

A, No, I do not think they objected to it 
at all, Mr. Sinclair, I think on the contrary they 
asked for it, or went after it. 

Q. Now, Mr. Mann this morning asked you 
some questions about the Board's waybill analysis, and 
I think you said to him that it was a 1% sample of 
waybilis and went on to say not a 1% sample of revenues|, 
And then, alse, you said to him that it was a 1% sample 
of certain waybills? 

A. Yes, that is right. 

Q. Now, Mr. Edsforth, this Board's waybill 
analysis is, you said, stated to be for the purpose of 
trends =~ establishing trends? 

A, Or, observing trends. 

aa Observing trends. Is it stated to be 
for any other purpose? 

A, Well, I think the Board themselves 
have said that with respect to traffic patterns, I 
believe, 

Q. I should say to the Commission that I 
am quite sure that what Commissioner Mann had in mind, 
and why I think this is important, has to do with 
some evidence that was adduced by the questions of my 
friend Mr. Mauro as directed towards the witness, as 


well as the guestions put by Mr. Commissioner Mann. 


And possibly, Mr. Edsforth, to put them both in context, 
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I would ask vou this. Has the Board stated or has it 
not as to whether -- has it made any statement as to 
the use of this as 1%? 

A, Well, I think the Board has said in 
their report that it is something less than a 1% 
sample? 

Q. Yes. You will recall the questions of 
Mr, Mauro dealing with exhibit 162 filed by Mr. 
Roberts, and certain calculations he made in regard 
to the information set out in exhibit 162. Do you 
recall those questions? 

A, Yes, 1. 4e,. 

Q. I think they can be found, Mr. 
Chairman, according to my note, in volume 118 at page 
19527 through page 195236. 

Now, I think possibly to put in context so 
that we may follow it I will read two small extracts, 
Page 19535, Mr. Mauro asked you this question: 

"OQ. Now, I want to know whether or not 

you think this Commission should accept 

exhibit 162 as being an authentic, valid 

statement of revenue received even though 
you cannot account for $75 million dollars? 

"Me. Edsforth: A, Well, I think you have 

to accept the exhibit as showing exactly 

what it shows, a 1% study which showed what 
happened in that sample traffic.” 

And, continuing on top of the next page, 


page 19536, Mr. Mauro questioned: 
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"Q. And even though applying it by your 

1% sample as has a short fall of $75 million 

dollars, you say that is an exhibit that is 

worthy of credibility?" 

"A, Yes, I think so, certainly, It shows 

what happened on that 1% sample and that is 

all it purported to show." 

Then, I wish also to read to you from page 
19534. Mr. Mauro was discussing the larger proportion 
of the $75 million dollars that I have just referred 
to. This is the $71 million factor, and he said: 

"Q. And I wonder if you could explain to 

the Commission this shortage of revenue 

of $71 million dollars. 

"A. Well, again, I say it all depends on 

how good the sample is in relation to the 

1% figure, Now, whether it works out that 

way or not I could not say but certainly thene 

is quite a difference there, I agree with 

that. There may be many explanations for 

it. For one thing, of course, as I noted 

earlier on, there is some traffic that 

moves from the normal category into the 

competitive, that is one answer," 

Now, that exhibit 162 was entitled, Mr. 
Edsforth, "Carload traffic via Canadian Pacific 
Railway". Is there anything of importance in dealing 
with the matters put to you by my friend Mr. Mauro 


relative and arising from the fact that it is carload 
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yt 


A. Well, of course, the fact that it is 
earload traffic only exempts, as I have pointed out 
to Mr, Commissioner Mann this morming, the revenue 
from less than carload traffic. 

oe And how much approximately was that 
in 1959 -- the figures that Mr. Mauro was dealing 
with? 

A Approximately $70 million dollars, 

Qe yes, 

Now, Mr. Mauro also referred to page 30 of 
the Board's Judgment of November 17, 1958, which set 
out certain data. He made particular reference theret 
fo your estimate, Mr. Edsforth, as you put it before 
the Board in the fall of 1958? 

A. Yes, that is right. 

Q. In dealing with the Pigure advanced 
by Mr. Mauro of $75 million where he lifted certain 
of the figures . for his calculation from the estimate 
of revenue for the year 1959, as shown on page 30 of 
the Board's Judgment of November 17, 1958, is there 
any factor in that that you wish to draw to the 
attention of the Commission? 

De Well, of course, the figure that was 
put in exhibit 5622 in that proceeding, which appears 
on page 30 of the Board's Judgment of November 17, 
1958 -- the figure in the column headed "January 1, 
to December 31, 1959" is clearly indicated as being 


estimated revenue, 
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Now, that figure is shown as all freight 
traffic, a total of 406.2 millions. 

Q. Yes? 

A, And that estimate, of course, was 
based on conditions as best we could see them at that 
time. And, of course, it was on the rate level then 
existing. 

a, That is, existing in 1958? 

kK; As existing in 1958, at the time the 
exhibit was filed, And that, of course, was before 
the Board's increase of 17% was authorized. 

Qo yes? 

A. Now, of course the estimated revenue 
yield from the 19% we were asking for at that time, 
for that period January 1 to December 31, 1959, was 
shown as 26,6 millions, approximately. 

Q. Yes? 

A. But we did not get the 19%; we only 
got 17%. And, so, the revenue yield from the 17% 
would be somewhat less than from the 19%. But I 
estimated on the basis of the traffic shown in the 
estimate there that the 17% would give us in the 
range of 24 millions of dollars, approximately. 

a So, then, when you turn to the 
Annaul Report for the Canadian Pacific for 1959, 
as did Mr. Mauro, and referred to page 25 thereof, 
freight railway revenue being $406,485,538, and then 
correlate that with the figure shown on page 30 being 


your estimate -- page 30 of the Board's Judgment of 


9 


Fi ~~ _ os 
wr : = 
a ne RE ste Cala Plaats eR NG | wt 


ee ee | 


tos sr ‘9 PAE 
¥ 3 


Dl sept) ‘ me ot a _eaptitebaos 


. 


ste Ro enw SE“ we sit8 te baa N 


a4 [5/2 


: a cr es say ra a a Ly tose oie a a 
CPi _ ib ae “ i at a eth ra iS Fi az 5 ‘Zi Ure 
s. ‘ 
K 
bs, ee ie ‘i 4 batt 
r 74 ¥ 4 7 
al 
i 
, 
mh ne ve vs ' 
i ok Meal hal ve A nes 4 
¥ ‘a 
& { 
a ’ \ Ce: + ge | ts bi ay % 
eo . AP ay ’ eee 4 a ft ie, a ' ; y : 
ear eer ret | eres eo vat Bid fi ‘i yey ‘brs ne 
1 ee } } ", \ 
“4 ; a 
j aipew ~ ST ak ee a ge (obs <F en pm ee iA 
4 / be cs 5 Sh i) £} ri ee iy AD Ray, oe ie 
, ) ‘ ; iy 


i 


4 Se ass A Ca ee ee oe - ph 4 “ ‘ . 7 . par a 
ee 2 oe a fees ee Se i AN a" ATES ai a G9) Oia: mp i, do MOTE. 


5; 
‘ i! i - 
e 5 es ec Pv 
a alo 
‘ 
A ‘ i 
il ue . a é £3 of hn * 
* v ‘ oe Bo ss + ry fs Z 
j 
‘ ‘ rh c 
ces? ey gl F sy a ' * a a. 
yy way j a way 7 is, dey ; * ‘ ‘ 
CLoL ee Buoy ee Sie pe ae ee bd sa3 a) 
; . a ‘ br ane. 
é ise y , 
5 ; ‘ 
: . 
1h i } f ms LP 

tin ee ee bey iN Ms sng ire . vy Peis > re io ity aha, ee ae 
al ee ii pees | th wee! 4. - WS aes ny see? 49 


Pa 
° ? [ + Aree i 
t : pi Ui, 5 4. itu ¢ 
a # Ay, 
a] > aks ers * t 
vie ary ee te am as au Ste) ly hb ahah 
= Pd Ry 


feel aes AALS.) esi 


— ws és ¥ 


— | 


ot B 


ANGUS, STONEHOUSE & CO. LTD. Edsforth, eS WO 19738 


TORONTO, ONTARIO (Sinclair) 
2 1958 -- being 406.2, is there any matter arising 
3 from that correlation made by Mr. Mauro that you wish 
4 to draw to the attention of the Commission? 
5 A, Well, of course, if my estimate shown 
6 on page 30 of the Board's Judgment of 406.2 millions 
7 had been correct, with the increase that was 
8 subsequently authorized by the Board, we should have 
9 had a total of 430,2 millions, That is, 
10 406.2 © prior to the increase and about 24 million 
11 resulting from the 174. 
12 Q. Yes? 
13 A, But, of course, our actual revenue 
14 was only 406.5 millions, so that there was evidently 
15 an overestimate in my revenues estimate to the Board 
16 of some 23.7 million, or, say, around 24 million. 
17 G. This overestimate that you have shown 
18 to be 23.7 million dollars ~~ is that, or was it not 
19 taken into account in arriving at this $75 million 
20 short-fall that was referred to in the questions put 
21 by my friend Mr, Mauro? 
22 A, Well, yes, I think it was, because Mr. 
23 Mauro compared the figures on exhibit 162 in the 
24 column "Revenue on Rates in effect November 30, 1958" 
25 | -- that is, prior to the 17% increase -- with my 
26 estimate in exhibit 5822, appearing on page 30 of the 
27 Board's Judgment, 
28 Qo Yes? 
29 A, And the point here is, of course, 


30 that obviously my figure in that exhibit 5822 was 
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overstated, 

Qe Yes? 

A, And so the difference, therefore, 
between the calculation Mr, Mauro put to me of 
$75 million would be overstated the same way. 

i That is, overstated by --? 

A, By approximately 23.7 million. 

2 So that you have now dealt with the 
$75 million, and the 23.7 million on over-estimates. 

By the way, to assist the Commission, was 
there any major reason for your over-estimates that 
you would like to draw to the attention of the 
Commission? 

be Well. there were two or three, really. 
The first was the lumber strike:in British Columbia 
which took place in the middle of 1959 and that did 
affect our revenues quite substantially. And, then, 
the United States steel strike, which also took place 
in 1959, had an effect on our revenue -- a first 
effect on our revenue -- and there was some down-turn 
in the economy in the latter part of 1959; at least 
our figures so indicate, 

MR, MAURO: Do you say you carried less 
tonnage in 1959? 

THE WITNESS: No, as a matter of fact, we 
carried more tonnage but we had less ton miles, 

MR, SINCLAIR: Q. I thank my friend for 
that interjection. Why is that important? What does 


that indicate, when you tried to move -- by taking an 
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1 

2 estimated figure or a 1958 figure and moving into 

3 a 1959? What does the fact that, as you say, you 

a carried more tons but less ton miles --~ what effect 

5 does that have revenue -wise? 

6 A, It means that, of course, the average 

7 haul is shorter, There has been probably a swing 

8 over to more of a short haul and lower rated traffic. 
9 An Now, those are two items. 

10 This morning you read, I think in answer 

11 to Commissioner Mann,from the Board's waybill analysis 
12 introduction, I do not know if you read it all; 

13 T think you paraphrased it. 

14 I am reading from the 1959 Board's waybill 
15 analysis, and it says, in the last sentence of the 

16 second paragraph: 

17 "Waybills involving western carload OCS, 
18 switching traffic, traffic originating at 
19 rail points outside of Canada, rail-lake, 
20 rail water, rail and ocean rail waybills 

21 were excluded", 

22 Now, first dealing with the traffic 

23 originating at rail points outside of Canada. Has 

24 | that matter been raised as to the amount that would 
25 | be involved in that in relation to these proceedings 
26 previous to the calculations being introduced by Mr. 
27 Mauro? 
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A, Yes, Mr. Sinclair, I think it was dis- 
cussed or covered by Mr, Frawley in Mi heaedancetaei etic 
of Mr. Roberts when he pointed out that it would 
appear that the revenue from this traffic would not 
be included in this study. 

Qo That is the study shown in 2=-= ? 

A. Exhibit 162, | 

Qo So, this next item -=- how much do you 
say? 

A. L believe the figure Mr. Roberts put in 
was approximately $4 million or slightly less than 
than $4 million, 

Q o My note is that that is at page 19 -- 

I do not seem to have a note of the actual page where 
that evidence takes place but I am rae if the 

Commission wishes to have it it could be found. Now, 
let me group the other one that would be involved as 

an exclusion from Exhibit 162 but, I suggest, included 
in total rail revenue railway freight and referred to 
what I have just read to you from the Board's Waybil 
Analysis of 1959. That would be rail-lake-rail, 
water-rail and ocean-rail waybill that would be excluded. 


Taking that group, would they affect the figure shown o 


Exhibit 162 and would they affect that $75 million 


26 | calculation of Me, Mauro on traffic arising from that 
27 type of traffic? 

28 A, Yes, they would although I really have 
29 


not got a figure I can put on it. I mean, I have 


not anything to indicate the exact amount of that 
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revenue, but it would be quite Substantial . We handle 
a fairly important tonnage of rail-lake-rail and water 
traffic during the year. 

Qo And the other one was --- ? 

A. And also there is some rail-ocean, 

Qo Or ocean-rail? 

A. Yes, it works both ways, but more rail- 
ocean, I should say. 

Qo You mentioned the Board indicated it 
was something less than one per cent in Mr. Mauro's 
calculation to arrive at a figure of his so-called 
short fall of $75 millions; what multiplying factor did he 
use? | 

A. Well, he used 100. 

Q And in your discussions with Commissioner 
Mann this morning you indicated a figure of somewhat 
lower than that, did you not? 

A. I said I think it would be somewhat 
lower although I could not say what it was. I imagine 
something -- I thought there may be a range of 10 per 
cent to 15 per cent. 

Qo Would you mean your one per cent would be 
nine or in the range of 9/10ths of one per cent rather 
than one per cent? In other words, you multiply it 
by one which would giveyou necessarily a factor over 
and above what the Board's Waybill Study was meant to 
give? 

A. Yes, I think when I was answering Mr. 


Mauro I said there would be a swing in the range. 
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TORONTO, ONTARIO 


| 
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Mutt 
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Now, Mr. Edsforth, this, as you have 


Q. 
indicated and the Board has statec, is a one per cent 
waybill, one per cent sample of waybills and you indicate 


3 
this was not a one per cent sample of revenue, it was 
Now, in 


only a one per cent sample in any event. 
view of the fact it is a one per cent sample of waybill, 


would this cause any marginof error? 
As to waybills or as to revenue? 


A. 
Take them whichever way you want, I 


Qe 
will do both with you amd take waybills first. 
Well, if the sample is properly drawn 


11 
A. 
and the waybills 1 or ending in O1 are reported it is 
@ one per cent sample of the waybills for the traffic 


covered by this study with the exception the Board has 


I am asking you a question somewhat 


15 
16 noted. 
17 Q. 
18 different from that; I am asking you as to the fact of 
it being a one per cent sample of, if you like, certain 
Would this factor have an effect 


earload waybills,. 
upon the calculation made by taking a one per cent 
sample and colloquially extrapolating it or blowing it 


of course, and it would so 


23 wp? 
A. It would, 
particularly as to revenue because the revenue affected 


depends on the type of traffic that these particular 
That, of course, can vary quite a 


waybills cover, 
j 
Let me see if I understand yous what 


48] pit. 
Qe 
you are saying is that it would particularly in respect 
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TORONTO, ONTARIO ‘ % 
(Sinclair) 


of the revenues because these are carloads and carloads 
have to be translated into revenue, and therefore you 
would have the muitiplying factor in the margin of ©“ as 
error that might be worked out statistically? 

Ae I think it would be, but I do not know 
that I can do it, 

COMMISSIONER MANN: There ls an American 
publication put out by the ICC called "Waybill Studies 
and Uses" and I think they give you a standard error in 
there, 

MR SINCLAIR: Well, people can take a 
standard error -- if I may answer this -- in respéct of 
the one per cent sample, and, of course, it is based on 
the population, However, these formulae, in my respect- 


ful submission, have to depend very largely on whether 


not only the sample is random but also that the 

sample works within a random operating population, 

Of course, this is a very interesting difficulty that 

is presented to the statistician when he meets freight 
traffic which does not operate, It is quite easy then 
eounting and taking a sample of the population of Canada 
because after all people are people and if you are 

going to count nosés you can do certain things. But, 
straight traffic does not lend itself so nicely to those 
ramifications and a formula that would, for instance, 
suggest that the margind error is based on the square 
root, the reciprocal of the square root applied to the 
total population in this statistic that is being 


measured would, in my respectful submission, be open to 
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Ls Gye 


very, very serious doubt although the statigtician 
who would approach it without a knowledge of traffic 
movements and without a specific knowledge of trsffie 
movements of one railroad and applying what I would 
call normal statistical procedures might very well 
say, "Take thats it is good enough for what we are 
going to do." 

COMMISSIONER MANN: Do you think then the 
waybill section of the Icc is wrong wnen they make 


this flat statement? 


MR. SINCLAIR: I think they are almost like -- 
pardon me for saying this -- they choose their words 
very carefully and these people say these samples 
are to be used for "this" then adopt a standard of 
error "that". Then, what hed are in effect saying 
to you, with respect, is that you can do that if you 
use it -- for instance, trends, or as the witness said, 
values of traffic, but if you are oink to use it for 
something different than that, that is an extrapolation 
of revenues, that is, I say, different statistically, 
and I must say I do not understand them but other 
things happen, Perhaps Commissioner Gobeil would be 
able to put the word8 around this much better than I would 
but this is what I would say in answer to that question, 
I hope I have answered it. 

COMMISSIONER MANN: I think so, I understand 
that, I can take this booklet of the Icc called "Waybill 
Studies and Uses" and use the one per sons ananie which 


is the standard error calculated for examples for that 
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1 
2 zone, " 
3 MR, SINCLAIR: That is what I would. say, 
4 trends and pattern of traffic but I would say you 
5} cannot use that if you are going to extrapolate a 
Ol revenue. 
q COMMISSIONER MANN: I understand, thank 
8 you very much, 
9 MR, SINCLAIR: Qo If you have a different 
10| view, Mr, Edsforth, I do not pretend to understand this 
4 completely and if vou have a different view --- ) 
La A, With respect, I think you left me behind 
13) guite a while ago, | 
| Qo I would suggest that this might very well 
s| be referred to in questions to somebody like Dr. Gobeil. 
16] Now, I think that is all I wish to ask you about cone 
17) cerning Mr, Maure'’s cross-examination in relation to 
18) Exnibit 162, 
19 I now ask you to recall his discussion with 
oe you on what is referred to as trick mileage or construc- 
21] tive mileage and his suggestion of the railway having, 
22 by meeting the short run mileage of a competing road 
5 


““! carrier giventwo shippers, in effect, constructive 


mileage or trick mileage. You recall that line of 
ot. 
f questioning? 
| 
sal A, yes, I remember it. 
| 
Ff 
27 | O-. There was one further thing before I 
28| ask that question. I should say to Commissioner Mann 
4 


that if you take that standard of error, I have in mind 


a figure which I will show you, I think it is well to 
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TORONTO, ONTARIO (Sinclair) 
1 

- keep in mind if you take the -- for instance, you have 
: four million cars and you take the reciprocal of the 

$ square root of this and you work it out, it will give 
5 you 2,000, one over 2,000, and you will come up with a 
2 standard error of .05. I suggest that that very 

Y figure indicates on the extrapolation .05 standard of 
S| error, points out the disability of extrapolating 

? that for revenue, 

"7 Now, Mr. Edsforth, I was asking you about 
the constructive or trick mileages in relation to 

- railways extending to shippers the short run mileage 
uy of a competing rail carrier and at page 19543, 

i according to my note, there was some discussion between 
> Commissioner Balch and yourself in relation to the 

Fe) estencesthat you had been giving in answer to my 

“ friend Mr. Mauro's question in relation to the 

18 Canadian National meeting Canadian Pacific in fixing 
Ae the rate from Vancouver to Calgary. Mr. Mauro said at 
20 page 19543: 

= "Would you clarify the difference between 
22 that and the constructive mileage from 

; the head of the lakes to Winnipeg, the 

a6 | movement was some 400 miles and the rate 

25 | was on a basis of 300 some odd miles -- 

a 290." 

af Now, that question unfortunately according to the 

ag transcript I have is not answered and I think that you 
- should answer it, It arises out of a question put by 
30 


a member of the Commission and Mr. Mauro put to you to 
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TORONTO, ONTAR! 
ie (Sinclair ) 
1 
2 
take the old terminal rates to Fort William or what 
3 z | 
was colloquially known as the Winnipeg constructive 
4 
miles that went away, as a result of the first 
5 . : 
Turgeon Commission équalized class rate scale. Now, 
would you compare that with the situation of the 
7 
Calgary-Vancouver, Vancouver-Calgary movement via 
8 
| Canadian National Railways using the C.P.R. mileage? 
9 ba tay | 
A. Well, what Mr. Mauro was referring to 
10 at nll 
there was the old constructive mileage that was used 
11) | 
| in making rates from Fort William to points west of 
| 
12 . | 
Fort William and the rates at that time were calculated 
13 ines ; | ae 
by using what we called a constructive mileage of 290 
yyot WS oR 
| miles Fort William to Winnipeg as against the actual 
15/ 
: distance of 420 miles. Now, that was & constructive 
! 
16 | | Pre, 
“| mileage in this sense that it was not possible to handle 
a 
“| traffic from Fort William to Winnipeg by any route 
18| 
at all at 290 miles. In other words, 420 was the 
19 
| ghortest rail distance. Now, the difference between 
20 | A 9 2a ks : She : AMF q 
| that and the situation bevcween Vancouver and Calgary is 
- 
a 
“| that there is a mileage over which traffic can be moved 
{| 


| over the line of one railway, CP, from Vancouver to 
\} 
| 


| Calgary, which is I think 641 miles -- I guess it is 
2A | 642 milés. That is the distinction between them. 

i Q@. You said in your evidence in answering 
4 Mr, Mauro's question that by the Canadian National 
a4 giving the CPR mileage to Calgary they were not giving 
ci the shipper anything. If they had applied a rate 
a of 290 miles to Fort William from Winnipeg would they 

—" be giving the shipper something? 
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A. Well, he would be getting =~ the shipper 
eeuld be getting the benefit of a lower mileage than 
could be obtained from any route over which the traffic 
could move, 

Qo Now, Mr. Mauro then continued to discuss 
with you the relation -- this . is at page 19564 to 
19567 -=- the relationship arising from your example 
of Heatburg, Alberta, and the suggestion he was making 
to you was that by constructing the rate to Heatburg, 
Alberta, over the Canadian National via Edmonton and 
south to Heatburg rather than adopting the Canadian 
Pacific mileage to Calgary plus the factor north or, 
in other words, that it was an intermediate point to 
Calgary between Calgary and Edmonton yet was paying a 
higher rate than could be secured on a Vancouver- 
Calgary shipment, Do you remember that? 

A. I remember that, yes. 

Qo Now, is the shipper under the existing 
freight rate structure denied the rate that can be 
made by working the rate level over an existing junction 
point to give the lowest level of rates? in other 
words, could the rate to Heatburg be constructed CP to 
Calgary plus CN Calgary to Heatburg? 

A. Oh, yes, it could.. 

Q. That is to say, a combination of the 
rate Vancouver to Calgary plus the rate Calgary to 
Heatburg? 

A. That, of course, is permissible under 


the aggregate rule if it produces a lower charge than 
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ANGUS, STONEHOUSE & CO. LTD. Edsforth, re-ex L9OT5 
TORONTO, bees (Sinclair ) 


\ 
the single line distance of Canadian National, 
| Q. That is it, so if you take another 

example, for instance, a shorter distance north of 
Calgary and I think Mr. Stechishin put one in, Hubalta, 
I think it is six miles north of the limits. | 

A. Hubalta? 

Q. Yes, 

A. I think I recall something about that. 

Qe Woura then the shipper from Vancouver 
to Hubalta be able to move it by Canadian National at 


a combination lower than the single line rate? 
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ANGUS, STONEHOUSE & CO. LTD. Edsforth, re-ex L9751 


TORONTO, ONTARIO 


(Sinclair ) 
1 
2 
A. Yes, he would, 4 
3 , 
Qo Now, then, how would you describe 
4 
Manitoba's proposal of using the Calgary mileage on 
5 
Canadian Pacific in constructing the rate to Heatburg 
6 
not on the basis of combination, but om the basis of 
7 
if it were a single through factor rate? 
8 
A. Well, in that event it would be intro- 
9 
ducing the principle of applying an interline rate or 
10 
making a rate on an interline basis between a station 
vs on one line and a local point on its own line; in 
12 
other words, you would be applying the interline basis 
13 : | 
as against the single line distance of the carrier 
14 | 
that terminated the traffic. 
15 
Qo You said a point on its own line to a 
16 
local point on its own line? 
Uy, 
A. Yes. 
18 : ‘ 
Qo Do you mean a competitive point? 
19 
A. A competitive point, yes. 
20 
Qo Has that principle been adopted, of 
21 
applying an interline rate on a single factor basis 
; | 
: with something over for the interchange, has that been 
23 
applied anywhere you know of between a competitive 
24 
} point and a local point? 
| 
25 | 
| A. You mean in Canada? 
26 
Qo Yes. 
27 
A. Offhand I can't recall any. I couldn't 
28 
be sures I don't know of any. 
29 
Qe If the railways were forced to do that 
30 


what would the effect be? If they were forced to 
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ANGUS, STONEHOUSE & CO. LTD. Edsforth, re-ex 19752 


TORONTO, ONTARIO 
(Sinclair ) 


publish from a competitive point to a local point on 
the basis of an interline rate worked on a single 
line factor plus for the interchange? 

A. Well, of course, it would naturally 
reduce the rates where the interline onbinabion of 
mileages made a lower charge, and following from that 
would be a reduction in the revenue, 

Qo yes? | 

A. That wms& follow, 

Qo Would it have anything to do with 
whether 4 away under that proposal was short 
hauling itself in the way you have been describing? 

A. They would not necessarily have to short 
haul themselves. In other words, they could handle 
she traffic all the way but they would receive less 
for doing it than their own mileage would warrant. 

Q. At page 19594, Mr. Mauro was dealing 
with the question of the Manitoba proposal as an alter- 
native to horizontal percentage increases -- what has 
been described as the split formula: so much per cent 
and so much cents per 100 pounds? 

A. Y@s, 

Q. And to put this in Sie ewiee will read 
the following questions from page 19594: 

"9. With due respect I say the facts and 
figures show that our proposal will not 
intensify it to any extent above the 
present horizontal percentage increases, 
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ANGUS, STONEHOUSE & CO. LTD. Edsforth, re-ex 19753 
TORONTO, ONTARIO i 4 ys 
(Sinclair ) 


"Qo We have discussed Montreal-Toronte this 
morning? 

Y Ae I say there is a difference there under your 
proposal. 


"This much I am sure of, Mr. Mauro, 
from examining your proposal, that eae revenue 
would not be properly protected by it. ue 
am quite certain of that, I have checked it 
very @refully and tested it to see, For 
one thing, the modification which you have 


put in -- that is sort of a builte-in 


attrition right off the bat, because there 


if you modify the effect of your 10 per cent 
15 plus 34, or 44, whichever you like to make 
16) it and that modification is money which 
17| you are not going to get." 

i8| 


Now, this built-in attrition that operates, in your 

19| ohrase, "right off the bat" which you have testified to, 
20! how much money would that be? 

21 A. Well, I couldn't give you any precise 

22) fioure on that, Mr. Sinclair. I did look at it in 

23|| »welation to some of the traffic that we handled in 1959, 
24| some of the large movements which move at the lower 

_ rates, That would be the low value and short haul 

26 | traffic. Of course, I would not say I pretend to have 
27 | it all, but the figures that I developed indicated to 

28 me that the difference between the application of the 
full formula -- and when I say that I mean the 10 per 


| cent plus 44 cents per 100 pounds based on Canadian 
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ANGUS, STONEHOUSE & CO. LTD. Edsforth, rée-ex 19754 
TORONTO, ONTARIO (Si ra) als ir) 
as bs hed GS 2 


Pacific needs -- and the modification which would be 
afforded as an increase, the difference on that traffic 
Was subroktin bolg $4 million, | 

Qo That is, that the HeatPtontice introduced 
by Manitoba to the straight split formula resulted in, 
on part of the traffic, a revenue loss of $4 million? 

A. Yes, because that is revenue that you 
would not get because the formula is calculated, as I 
understand it, on the basis of applying ki cents to 
your total tonnage and LO per cent to your total revenue 
on the traffic subject to increase, and thererore to the 
extent you have to modity that, where Foutes modify 
it for the short haul traffic, that means you are 
not going to get that contribution. There is a short 
fall. 

. MR. MAURC : Will Mr. Edsforth put those 
figures on the record so we could check them? 
oR, SINCLAIR: We will give you the basis. 

Qe Mr, Edsforth, in Manitoba's proposal 
they say the general rate iNerenss split 10 per cent and 
32 sents -- would it have a material effect if the | 
formula instead of being expressed that way was expressed 
as an increase of x number of cents per 100 pounds Snail 
then a percentage increase? 

A. Oh, yes, it would make quite a difference 
to the increase because you would then put the increase 
for 100 pounds on your base rate and apply the per- 
centage. It would be compounding. 


Q. Is there any magic in putting the per cent 
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ANGUS, STONEHOUSE & CO. LTD. Edsforth, re-ex L9755 


TORONTO, ae (Sine lair ) 
1 
2| before the cents? + 
3 AS I don't know about that. I don’t think 
4) that was ever suggested seriously, though, 
5 Os It is another alternative to horizontal 
6] percentage increases? 
7 A. I suppose you might consider it that. ui 
8] think the calculation would have to be somewhat different 
9 again, 
10] Q. I wanted to turn your mind to the evidence 
a you gave at page 19622. eke is a point that might be 
12/| elarified: this igs where you were dealing with the 


| 
13| question of internal market competition with my friend 


Mr, Frawley the day before yesterday, and he was 
| dealing with the question that arose from your answers 
16 in relationship to the Calgary procedure in the Edmonton 
\ : 
| market and the Hamilton poducer, and the introduction 


18] of truck competition, and the movement from Calgary 
19) then being made by truck at 35 cents a hundred instead 


20 | of the previous rate at 50 eents, In other words, a 


reduction in the transportation charges being paid by the 
22) Calgary producer in the Edmonton market of 15 cents a 

ad hundred? 

| 24 | A, Yes. 

Q. And your answer at the bottom of page 19621, 


26) 4n answer to Commissioner Anscomb was this -- and he had 


27 asked you what you meant: 
28 BA All I mean is we would give the break to the 
2 man at Hamilton, adjust to reflect the 


30 changed conditions, In other words, let 
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ANGUS, STONEHOUSE & CO. LTD. Edsforth, re-ex 19756 
TORONTO, ONTARIO . 
(Sinclair) 


us say, for instance, that the man from 
Calgary to Edmonton had been shipping 
by rail to Edmonton at 50 cents, and he 
gets a motor carrier rate of 35 cents, 
a 15-cent reduction, then the man at 
Hamilton says, ‘I will try to compete 
here but now this man has a 15-cent 
advantage on the transportation cost which 
puts me out of line,! Then we should 
make an adjustment from Hamilton, we 
may take 15 cents off the rate, 

"The Witness; This is the relative charge went 
down 15 eents the same as from Hamilton 
and Calgary. 

"Commissioner Manns You do this to maintain 
the differential in dollars and cents between 
the two producers? 

cas Yes, that might be one way. I do not say 
that is exactly the way. 

“Commissioner Mann: That would be the goal that 
you would have in mind? 

"The Witness: Ves." 

My question to you is, why would you 
have that goal in mind in light of the particular cir- 
cumstances there? 

Re Well, what I would have in mind would 
really be to meet carrier competition because that is 
what changed the situation, You have two producers 


competing at different points both shipping by rail at 
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1 sty 
Z relative rates. Then carrier competition comes in 


3 and changes the rate from one shipping point -- in this 
case, Calgary. The railways are no longer handling 

5 it, so then the genesis of the change is carrier come 

6 petition, So, you might -- and I don't say you would 

i] | wots may not be necessary to, but you might make a 

8! reduction in the rail rate from the other point to meet 
: what had taken place in the common carrier rate reduce 
| tion, “Be 
it] Q. Was your neat to meet competition that 
had been introduead -- ia that what your goal is? 


A, Tosmeet the competition of the other 


| carrier? 

7 Q. Yes, 

i A, Yes. 

17) Q. The motor carrier? 

18 A. The motor carrier, yes. 

Oo ee eo; We sometimes have heard that it should 

oe be a goal of general revenue cases to maintain the 

aa differential in cents between shippers in different 

22 areas or localities or having different distances from 

sl, 
| the market? 

24 | A. Yes. 

coal oi In your opinion is this comparable to 

26 the eisuacion which you were describing here at page 

27) 19622 

28 A, Well, now, it is not because in that 

“id instance that you have mentioned, this is to endeavour 

30 


to modify or temper horizontal percentage increases or 
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ANGUS, STONEHOUSE & CO. LTD. Edsforth, re-ex “Yt 
TORONTO, ONTARIO ( Sinclair ) 


rate increases, to preserve differentials, , That, it 
seems to me, is taking the right end of the field of 
internal market competition because it is trying to 
preserve differences between rail rates, whereas the 
situation I discussed with Mr, Commissioner Mann 
was not that. It was a case of the rail meeting 
motor carrier, 

MR. SINCLATR: Thank you, Mr. Edsforth, 
and thank you, Mr. Chairman and members of the 
Commission, That is all the questions I have. 

There are a number of items: we did try to 
get the calculations that you asked for, Mr. Commissioner 
Mann, this morning, and we will press forward with that 
and give it to you when we can. 

THE CHAIRMAN: I think we can thank you, Mr. 
Edsforth. We know how vitally and sincerely you are 
interested in our problems, and while there may be, 
as there are, differences of opinion as to how to 
solve them, we know how sincere you are and we thank 
you. | 

MR, EDSFORTH : Thank you very much, Mr. 


Chairman, 


@W=a=Short recess, 
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ANGUS, STONEHOUSE & CO. LTD. . . 19759 
TORONTO, ONTARIO 


THE CHAIRMAN: Order, please, Mr. McDonald? 

MR, McDONALD: Mr. Chairman, before starting 
the cross~examination of Mr. Hart, I wish to give some 
information that was requested by Mr . Smith in his 
cross-examination of Mr. fae the bottom of page 
18608 and top of page 18609 in volume 111, where he 
is speaking about the Maritime ee Rates Act, and 
Mr. Smith said: 

"T wonder if you could give the Commission som 

indication of how the actual amount of the 

subsidy is determined insofar as Canadian 

National is concerned; just the mechanics of 

determination" 

And Mr. Hart said: 

"T think I had better say I have not got that 

information here, We will produce that". 

I have that information now, and if it is all 
right with the Commission I will put that into the 
record now. 

THE CHAIRMAN: That will be fine. 

MR, McDONALD: Memorandum on Method of 
determining the amount of subsidy due to Canadian 
National Railways under the Maritime Freight Rates Act. 

This subsidy is claimed on the basis of the 
actual amount by which the railway has reduced charges 
to shippers, within the Maritimes and Newfoundland, 

To calculate the amount of the subsidy the 
revenue arising in the Maritimes and Newfoundland must 


be analyzed in order to ascertain how much of it has 
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. STONEHOUSE & CO. LTD. r 19760 
TORONTO, ONTARIO : 


been reduced, Since the reduction covers all shipments 
made within the Maritimes, the outgoing shipments either 
through ocean ports or westbound by rail or lake, these 
types of shipments must be summarized. 

The reduced freight charges shown on the 
individual waybills, which were made up at the time of 
Shipment, are listed on accounting machines according t 
originating province and destination stations. The 
amounts to which the subsidy applies are obtained from 
these listings. Calculations are made to determine the 
difference between these freight charges and the amounts 
that would have applied if the rates had not been 
reduced by the Maritime Freight Rates Act. This 
difference between the so-called "normal" tolls and the 
tolls in the tariffs established under the Act is 
claimed each month from the government as a subsidy. 

The listing of individual waybills is a 
lengthy procedure, and to enable the Canadian National 
Railways to recover their loss arising from reduced 
charges as soon as possible after it occurs, an estimat 
is submitted based on past experience and ce current 
volume of traffic, This monthly estimate of the subsid 
due is adjusted by the difference between the estimated 
and actual subsidy from the previous month and forms 
the basis of the claim, 

The monthly claims are checked and counter- 
Signed by the eee! auditors, who also verify that 
over a period of time the estimated and actual 


subsidies are equal, 
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5 TORONTO, ONTARIO (Hv me ) 
Me - ae a % ‘i 
1 
é sexander Hendry HART, recalled | 
: 
4 . MR, McDONALD: Mr. Hart is now ready for 
5 eross-examination, | 
6 


7 CROSS-EXAMINATION BY MR, HUME; 


8 
9 Q4 My learned friend has been kind enough 
10 to permit me to proceed with a short cross-examination, 


11 Mr. Hart, I have about six points to discuss with you 


12 in connection with your brief. I will try to make my 
13 questions short. I hope that the answers will be 

14 equally short, and that will save time, 

15 By the score sheet which Mr. McDonald has 


16 handed me, I think you are indicated as being a knowledgeable 


i A.2 
i 


17| witness with respect to most of my questions, and if I 
18 get into an area that I should not be asking you, you 
19 might just so indicate to me, 

20 Mr, Hart, my first point arises in the first 
a page of your brief, the introduction, where you point 
22 out, I think, quite frankly, that when railways have a 
23 monopoly in che transportation of large segments of 

24 || traffic, it was possible to meet increased expenses ey 
25 | raising the price of rail services, And you go on to 
26 | say: 

oa: “this method of relief has grown more and 

28 more inadequate as the areas and intensity 
a0 of competition have broadened, In addition 


30 the effectiveness of such competition has 
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ANGUS, STONEHOUSE & co.tto. Hart, cr,.eX. 


TORONTO, ONTARIO (Hume ) 
1 
2 forced the railways to make vast expenditures 
3 bed lieu tic ox and upgrading oe plant and 
4, equipment in order to remain competitive with 
a the trucks in the national transportation 
6 market", 
a The quotation, Mr. Hart, seems to point out 
8 that while this has created a problem for the Canadian 
9 National Railways in the difficulties of obtaining 
10 revenue, and in the necessity of modernizing the plant, 
11 it has brought large benefits to the shippers of 
12 Canada -= the people of Canada. Would you agree with 
13} that statement, that the impact of this competition, 
" while creating these problems which you point out, on 
15) the other side of the coin produced large benefits to 
: the shippers of Canada? 
17 || AY Well, in a sense I think perhaps that 
~—18 is a fair statement, Mr. Hume, But in addition by 
19 division of the amount of traffic available, you do 
20 lose some of the advantages and the cost-saving 
ay devices of handling &Ghe large amount by one agency. 
22 So, I think that I cannot sort of weigh one 
23 against the other, but I think there has been 2 
"| tendency on the part of transportation of competition 
25 | coming in si activate -~ that is, a search aaadircay 
26 | lower costs in one sense. But, on the other side, 
27 if railroads still had all the traffic they once 
28 carried, the mass of traffic, that the costs might 
29 have been even lower. 
30 Q@. Would you think that if competition 
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ANGUS, STONEHOUSE & CO. LTD. Hart, cr.ex. is 
TORONTO, ONTARIO (Hume ) 


had not interfered, that the railroads would have put 
¥ 

in the extensive pick-up and delivery service they now 

have? Would you think this is a possibility, or would 

you agree that is 2 direct result of having to compete 

with trucks? 

A, Yes, it is a result, 

Q. You have speeded up your movements of 
1.¢.1. freight in the last 25 years? 

A, Yes, for many reasons, not only for 
competition, We certainly have, of course, 

Qs Tnere are advantages ~- in other words, 
if I understand oe point correctly, there are 
advantages to the shipper. Your point is that if 
competition had not existed, and there was one 
Canadian National Railway in Canada, the overall 
saving to the public might have been greater? 

A, Might have been, and I throw 46 out 
only aS a possibility, but I would say this: that [I 
believe competition is a goed thing, I think it is 
a thing that works well for both the railroads and 
for the highway operators, That they are in 
competition is an ineentive towards efficiency. 

os And they are both in competition with 
the airlines, the pipelines, and the ships, and so 
on. 

Would you look at page 3 -- the first 
complete sentence on page 3: 

"The clear fact emerges that despite its 


efforts Canadian National's share of the 
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ANGUS, STONEHOUSE &@co.ttp, Hart, Cr.eX. 
TORONTO, ONTARIO (Hume ) 


Gotal Canadian transportation market is 

declining". 

My question to you is -- declining in favour 
of whom? Your competitive railway; other means of 
transportation? I am just not quite clear on that, 

Mr. Hart. 

A, I think what we are really trying to 
say is that there is a transportation market, and 
certainly before trucks and before pipelines came along, 
obviously the proportion of inland traffic carried by 
the railroads was very high in the ee eee of highway 
transportation and becoming more and more intense, But 
in competition with the rails, they started to get a 
larger piece of the transportation pie, and so, too, 
for the pipelines. I am not speaking there -- really 
we are not speaking vis-a-vis our rail competitor. 

I would almost say we are speaking in general rail 
versus the other forms of transportation. 

Q. What is your situation vis-a-vis your 
rail competitor? 

A, This is a point that I will say, frankly, 
that our statistics are not good enough for me to 
stand on in any way shape or form to make a positive 
statement, 

A statement of faith, perhaps, is that we 
are doing a little better than the CPR are, and I hope 
we are, and we will continue to try to be. I realize 
I cannot by way of an actual figure give you anything 


worth while. 
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TORONTO, ONTARIO (Hume , . 
; ¢ 


ao My third point arises from something 
on page 8, Turning to the bottom of page 3 the last 
complete paragraph, You say: 

"However, the rapid growth and the improved 

efficiency of the highway transport 

industry have more than offset the action 
taken by the railways in their attempt to 
retain their relative share of the national 
transportation market". 

My question is what actions? Are you 
referring to competitive rates, agreed charges -~ that 
type of thing? 

A, Yes, that type of thing, plus the very 
physical changes that were mentioned earlier: the 
question of speed-up in service, and the various new 
installations that we have made == the total of things 
that we have done physically and by way of rate making, 

ae Mr. Hart, would you be good enough to 
turn to page 10. There is another sentence there, and 
would you clarify it for me, and possibly this would 
also assist the Commission, 

You point out that all-rail sergic¢d is. not 
similar to highway; it is inferior in some situations, 
and superior in others. | 

You end up in that paragraph with: 

"TG should be pointed out that when the 

rail carriers as a result of improved 

statistical information are in a position 


fo react more quickly to competitive forces, 
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ANGUS, STONEHOUSE & CO. LTD. Hart, ¢r.ex, 
TORONTO, ONTARIO (Hume ) 


the solution to this differential problem 
will be relatively simpler". 

My question simply is why? What do you mean 
by “will be able to react more quickly to competitive 
forces"? 

A. At the moment I would say that our 
statistical information, as far as our total market 
in any commodity -= OUP percentage of market vis-a-vis 
other forms of transportation; our percentage of 
market vis-a-vis our rail competitor is not sufficientl 
good for us to quickly react and set a rate, For 
instance, to discuss this purely, say, between the 
highway competitor and the railroad competitor, that 
if you know what Ghe market is between two points in, 
say, a commodity and your rate is not =-=- you know, 
Ghat you are not getting what you consider at least 
to be a proper share or the share that you have 
determined by way of your estimates that you should 
eee in that market, -- then you, by speeding up your 
service, by rate action, or wha. have you, you make some 
eghange in the complex of service and price to your 
shipper, you can quickly see if you have the proper 
statistical information flowing in, whether you are 
getting -=- whether there is any real reaction to what 
you have done, You get this information quickly and 
you can make such other changes as are necessary 
equally quickly. 

Q. That implies that you are not able to 


move now as quickly as you would like? 
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A, That is true, 


)% 


Qe In a competitive situation, apart from 


Qs 


something that in a transportation market is a >van 
new object, most things you move are covered by normal 
rates? 

A, Yes. 

Q. It was my impression that the way the 
railways would react to a competitive situation -- 
that if you suddenly discovered you were not moving 
this article because the highway operator has lowered 
the rate, that you have no delays; you can immediately 
quote a competitive rate as long as it complies with 
the rule that it should be compensatory? Is this not 
So? 

A, I am not making any suggestion that that 
is the type of delay that I am discussing here, It is 
an understanding of market delay; that it is a failure, 
an inability for us to see quickly what is happening 
as a result of service speed-up, service change, price 
change, to see what the actual turn-over in the market 
is, Are we getting more; are we losing more? Is it 
something we should go after service-wise, rather than 
rate-wise? 

It is this quick understanding of what comes out of 
those actions you take that we are lacking. It has 
nothing to do with whether or not we can file 
competitive rates in three days or not. 

Q. If your highway competitor is to 


remain independent and compete with you, he should also 
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develop his statistical information and develop a 
department big enough to do so to give him the same 
benefits? | 

A, Oh yes, very much so, I sometimes 
suspect that they are a little better off than we are 
because they are smaller operations and perhaps can 
zero=-in and understand these narrow markets they work 
in a lot quicker than we can. 

Q. I suppose you would agree this would not 
be as effective or important in that area where, for 
example, a commodity moves py truck, because it require 
less crating? I am trying to think of a situation wher 
price is not the factor, 

A, There are lots of $ther things, but I 
do not think these are peculiar to the highway 
competitor.If you say, using your example, because of 
erating or packaging that it lends itself to truck 
handling, well, the sort of things open to us are, 
of course, to go it by piggyback, DF cars. There are 
innumerable sortsSof things we might be able to do 
without changing a rate at all to ee ee cote or 
all of the traffic we are discussing. 

Qe If you would just turn the page, to 
carry along with what we are discussing, in the 
second paragraph you point out: 

"To compete effectively with other modes of 

transportation, railway management must have 

the discretionary power to apply its best 


judgment to the situation at hand, to 
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determine the price of its service, and the 

conditions under which service is offered". 

You point out you must nave the utmost 
flexibility. I think vot have already answered me by 
what you said a moment ago. It is my understanding you 
have about aflexible a system now as you require in 
connection with meeting competition, in quoting rates, 
because in fact you can quote a competitive rate By 
telephone? 

Pin No, we cannot quote a competitive rate 
by telephone. No, we cannot. 

Qe You cannot? 

A, No. 

Q. Mr. Edsforth, in his evidence before 
the ee Commission -- and I can find the reference 
-- in answering a question I put to him about ten 
years ago, he said the Canadian Pacific could quote 
a competitive rate by telephone. Is there any reason 
you could not do that? 

A, If the Canadian Pacific can do it, we 
ean do it. But, if it can be done, I do not know of 
it, because our rates must be filed. 

Qe Tf somebody with discretion to decide 
these things in your department is telephoned by a 
shipper iy says, "I just had a quote. from Hume 
Transport Company of so many dollars per hundred from 
here to there", could you not quote him the same rate 
or a lower rate? 


Ay Yes. We could say we will file such 
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a rate, but there are certain regulatory steps to be 
taken before that rate becomes productive. We cannot 
do it like a man who is in -- let us take an ares that 
has no rate regulation by truck -- 

oy An Ontario trucker? 

A. Say, in Ontario or one of the other 
provinces, where effectively the truck driver, to 
put at its simplest, comes in and says, "I will take 
that business for $8,00 a ton", or what have you. 

This cannot be done by us. I say we have not the 

same freedom or flexibility. We also have to consider 
all the regulatory requirements under -=- I think IT am 
right -- section 334 of the Act before we can quote 
such a rate, 

a. To take your example in the inter-city 
movement, there are not many trucking companies where 
the truck driver quotes the rate? 

A, T was using it in its simplest form. 

Q. You can advise the shipper, then, who 
telephones you that you will make an attempt to quote 
this rate, My next question is you can file that rate 
the same day? 

A. Yes. 

Q. of the tens of thousands of competitive 
rates on the books, how many times have you been 
bothered by having to go through a procedure before 
the rate became effective? 

A, Not frequently. The Board of Transport 


Commissioners has not used the power in section 334 
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to any extent at all, Actually, I think it is less 
than a dozen times, I am certain of that, and it may 
be considerably less, 

Q. Less than a dozen times out of several 
tens of thousands? 

Ad Out of a great number, But this is not 
the difficulty or the point we are trying to put 
across here, Our difficulty is that when you have a 
section of this sort facing you, you must on either 
rate be prepared for the Board to ask you; whether 
they do or no%,-y¥ou must be prepared, : 

So, the net result is that any of this 
information that takes you time to produce, or perhaps 
some of it may not be possible to be produced, but 
any of this information that has to be prepared for a 
request under that section is a delay that works 
against you in the competitive field, 

2» Mr, dats what you are saying is, as 
I understand it, when you do quote a rate in the 
situation that I suggested, where the shipper calls 
you as the responsible official, and you decide you 
are going to meet this rate, in each of those cases 
do you prepare this information just in the chance 
the Board might call for it? 

A. In practically every aes we have gue 
information that we can produce. And there are some 
of these things that in some instances are just beyond 
our ability to produce, There are several in several 


of the subsections that are in many cases beyond our 
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1 

2 ability to find out, 

3 Ge As a practical matter, do I understand 
4 -- in the next paragraph, you go on to say: 

5 "The shipper who has a ready alternative 

6 cannot be expected to wait patiently upon 

7 any regulatory formalities that must be 

8 satisfied before the railway can change its 
9 rate or service pattern ..." 

10] I suggest to you, Mr. Hart, it has been my 
11 understanding certainly since the evidence of the 

12 Turgeon Commission that the shipper does not have to 
= wait patiently. Maybe he waits half a day. But that 
=| implies to me that the shipper sits back and waits 
5| a period of time while you go through some regulatory 
16| procedure. That is not the fact? 

i7| A, In some of the instances this is the 
18 fact. Let us be perfectly clear: this is the eee 
19 | that when these rates are to be quoted we attempt to 
20 find out each of the pieces of information that we 

21 feel are available, In some instances, you are 

22| perfectly right; it might take two or three hours; 

23 | it might take an hour, In some instances, it may take 
24 a great deal longer than that. 

25 Qo But, in some cases it does not take 


as long as this paragraph indicates; that the shipper 
who has a ready alternative, before you can tell him 

definitely whether or not you will take his freight, 

he will have to wait «+--+ 


A, I say this, Mr. Hume, In a competitive 
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1 
2 market, a shipper is not interested in wSiting 30 
3 minucses, if he has a man ready to move the traffic, 
4 and is quite prepared to say, I will move it for this 
4) amount, and I will deliver it for you tomorrow, 
6 This is a hungry,hard competitive business 
t that we are working with, and the shipper has what he 
8 wants there, So, he is not terribly sympathetic for 
9}: any difficulty, even if it is only a 30 minute 
10 difficulty. 
il Q@, He might lose one load, but if he is 
| shipping every day, the loss is infinitesimal over a 
13| year? 
i4 A, If he is shipping one lead -- but, 
15 nevertheless, he might say,"All right. If you cannot 
ia come along, I am going to giveit to this trucker who is 
17 | able to move this stuff for me today, when I want it 
al moved. And he is going to have my business for the 
19 next "X" number of days or months -- or, I do not see 
20 | any reason why I should ever go back to the railways". 
=) Q@. You suggest at the bottom of this 
22| paragraph, which I presume is a suggested amendment to 
23 section 334, that first of all the rates in effect 
24 | should be made known to the shipping public. This is 
25 | your suggestion, And, secondly, the rates should not 
26 | geo below variable cost, 
27 | Does this not imply you are going to have to 
is do the same amount of work to justify this rate, if 
09) the Board questions you? 

| 


A. T% does not. My very point here is that 
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LOTTA 


» 
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if you have a list of things the Board. itself may 
ask, and certainly our own people are bound to take 
all the things that are in section 334 and try to find 


them out, 
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TORONTO, ONTARIO 


Our eee is that the Board be given power to ask : 
such things as they deem relevant, Now, this means 

that they will not ask you for everything that is 
presently listed in section 334. I might say within 

my knowledge, and this is perhaps not all inclusive 

by any manner of means, but I think I am right by 

saying that every time the Board has asked us about 

any of our vates under section 334 they have asked us 

to comply with all the requirements of section 334(2) 

L think, 

Q. You say that is a dozen times in tens 
of thousands, | 

A, Yes, but nevertheless, we are asked for 
all these things so this is the ean ate force, we 
feel, to do it, 

Qe Just to carry on so we can finish with 
that, on page 72 I think it is repeated, if you would 
not mind turning with me to page 72. I think this is 
@ point you make, you suggest the same three requirements 
-- reading from the first complete paragraph where you 
point out that section 334 imposes needless restriction 
and so on, you point out that the rates are not lower 
than necessary to meet competition, Then you say: 

"The presence of these three requirements in 

the statute have not caused any extreme 

difficulty, nevertheless, it is considered that 
the additional detailed information which the 

Board may require should be eliminated ---" 


Then, in connection with that, it may require 
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this adozen or so times over the last years? 

A, Yes, in actual fact but not in the 
number of times we have produced this type of 
information. I hate to keep repeating this but i 
think we are on common ground. 

e. | Repeat it as often as you like. It 
would seem to me that if you have only been called 
upon by the Board a dozen or so times it would be far 
better not to bother with it and just bother with the 
odd times that they do every two or three months instea 
of having it ready expecting them to call on you when 
they do not. Is this something that is unreasonabie? 

A, Lt is not the course we are following 
but it is a course we would like ae follow and that is 
why we ask for this change in legislation. 

Qe Now, if Pai eota be good enough to 
look at the bottom of page 11 in your requirement (c): 

"The rates should not be lower than necessary 

to meet competition". 

You make the See in your brief somewhere 
or other that it is not the veces of the Canadian 
National to put the independemé trucker out of 
business or interfere with him, 

A, That is right. 

Q. However, with your railroad in 
particular, you have a terrific economic advantage 
with respect to the independent trucker in that between 
any two cities you want to mention the independent 


trucker has got to make money or go out of business and 
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the Canadian National Railway, whether you are moving 
your freight on the rail or on the highway, if it loses 
money it does not have to go out of business, That is 
the long and short of it, is it not? Your deficits are 
picked up by the taxpayers of this country whereas the 
independent truckers are not. 

A, That is right. 

Q. And I presume the reason why you are 
suggesting that section 334 contain such a safeguard, 
if you like,thatthe competitive rates should not be 
lower than necessary to meet competition. 

A. Mr. Hume, this is one reason but I think 
I sort of expanded on this in cross~examination by 
Commission counsel. 

Qs TI read it and I do not want to go over it 
again, 

A, Well, to sum up, I say these perhaps are 
required but they are not required by the railroad 
industry and we feel that even these are unnecessary 
but perhaps these are the sort of -- these are the 
minimum requirements that are acceptable to the Canadian 
public at the present time, 

Qe Except in your brief you suggest that 
these are justified? 

A, Well, within the terms that I have 
defined, yes. To put it another way, we would not 
complain if these were the only requirements which we 
had to meet, 


Q@. Would you turn to page 43 and I have a 
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quick question on the piggyback, fe 
AS I think you are outside my field, 

Qs I may be but it is just informetion,. 
You point out, and if you cannot answer it then just 
say so but if you can I would like to dispose of my 
complete cross-examination if I could at this time. 
You point out in the second paragraph that these plan 
1 services are available to highway common carriers: 

"In addition, plan 1 services have been 

available on a system basis to carriers of 
household goods since March, 1959," 
Then further downs: 
"A big step forward was its extension to the 
Maritimes during April, 1958," 
Am I misinformed that you do not extend plan 
1 to all the trucking industry in the Maritimes? 
A, No, plan 1 is not in the Maritimes as 
far as we are corcerned, 
Q: Oh, it is plan 2? 
A, You are talking about plan 2 in the 
second paragraph where it is in the Maritimes. 
Qe You have plan 1, that is, you carry the 
trailers of independent truckers in certain parts of 
Canada but not in the Maritimes? 
‘Be: Not in the Maritimes. 
Qs Is there any reason for it? 

A, We have had no request from shippers. 
Q. Have you had a request from the 


trucking industry in the Maritimes? 
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1 
A. 


2 
Qo 


Yes, 
3 Surely the truck operator is the shipper 
in the case of plan 1? 
Yes, but he is the man who puts the 


4 
A, 
trailer on and as between us and the customer he is 
When I use the 


the customer but he is a middleman, 
term "shipper" in that instance, I mean the man who 
He seems perfectly satisfied 


8 
actually ships the goods, 
by what I might say is a first rate piggyback service 


10 
in the Maritimes now, 


11 
Gs Are you carrying Smith Transport in the 


13 Maritimes? 
A, No. 
Is that why you have no plan 1 --- 


15 
A, We do not want to carry on trailers 
to the Maritimes because we see no need for it because 


we are giving a first class service to the Maritimes 


18 ; 
19 under plan 2. 
20 Oy As I understand your paragraph this 
ZL plan 1 came into operation not in Canada but in certain 
22 parts of Canada in 1957 between Toronto and Montreal 
23 and you got it in western Ontario, than Winnipeg, out 
24 west, and you have it everywhere but in the Maritimes, 
| A, Generally. 7 
In these other places was it the shipper 


| 
Qo 
that came to you and made shipment or was it not the 
You see, the 


independent trucker who came to you? 
trailer may have the goods of 75 shippers in the 


trailer and you do not know what is in there, do you? 
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A, That is right, 

Q, It is the independent trucker that is 
the shipper, that is the shipper so far as you are 
concerned? 

A, Well, within the terms that I defined 
I can neither agree or disagree with you. Certainly 
originally the shipper is not the trucker, the man who 
produces the actual goods but as far as the relationshi 
between the railway and customer under plan 1, the 
highway carrier is tne shipper, 

ame And the highway carrier has come to 
you in Ontario and Manitoba and the west and suggested 
this service and you put it in. The highway carrier 
in the Maritimes has asked for it and you turned it 
down. 

A, In the first part of your statement I 
cannot answer that question, 

Qe I thought you agreed with me earlier. 

A, If I gave that impression I did not 
intend = I do not know the history of this piggybac 
operation between plan 1 in the west. I do know why 
we are not giving it in the Maritimes, I do know that 
from my own knowledge which is the reason that I said 
that basically we can make more money for the Canadian 
National in offering a good service which is satisfactory 
to the shipping public in the Maritimes by operating on 
plan 2 operation to the Maritimes, 

Qe Now, Mr. Hart, piggyback has been talked 


about a grea& deal before this Commission of being a 
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possibility of closer cooperation between, the 
competitive means of transportation and a way for the 
railways to share in part of the highway movemens and 
so on, Would you think Snake the independent truck 
operators that might be a little leery of it if 4 < 
railway like the Canadian National refuses to make it 
available in an important part of Canada? 

A, I do not know, they will have to speak 
on that. 

Q. You do not see any discrimination in 
hauling the trailer of Kingsway Transport between 
Montreai and Toronto and refusing to haul the trailer 
of somebody down in the Maritimes? Now, would you turn 
to page 62, your submission in respect to the appeals 
to the Governor in Council? My score sheet indicates 
it was introduced by your counsel and as I am not askin 
him any questions I wonder if I could ask you whether 
or not my understanding of this is correct, If you 
cannot answer this just say you do not know and we will 
try to find out elsewhere, 

A, In these circumstances I am not certain 
whether I ean answer or not. 

Qe Do I understand your suggestion on page 
61 and 62 about appeals to the Governor in Council that 
after the decision of the Board has gone aa Supreme 
Court then there should not be any appeal beyond that. 

A, That is my understanding, yes, always 
subject to being checked by my counsel. 


Q. That is the understanding, I presume 
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when you suggest a change of the legislation there is 
some fault you seek to correct, Has there been any 
Situation where the Governor in Council has in fact 
reversed a judgment of the Supreme Court of Canada on 
an appeal from the Board of Transport Commissioners? 

byOn Yes, 

Qe There has been? 

A, Yes, 

MR, FRAWLEY: Have you got the citation 
handy there? 

MR, MACDOUGALL: The case is obviously the 
famous case that Mr. Sinclair knows very well anda if 
the others have forgotten it,I have not. It was 
demurrage on grain cars at the lakehead. 

THE CHAIRMAN: We have heard about that 
before, 

MR, MACDOUGALL: There is no need for me to 
bring that out but that is what Mr, Hart is speaking of 

MR, SINCLAIR: It is all before the Commission. 

MR, HUME: Q. I have another question on pag 
70 but I think this again is a matter of argument. Jus 
let me ask you this quickly : on page 69 you reproduce 
section 256, subsection 1 and you reproduce again 
section 341, subsections 1, 2 and 3. On the following 
page you say: 

"The increasing pervasiveness of highway 

competition in Canada makes it imperative 


that railways should have the ability to 


make fully flexibile arrangements with 
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highway carriers for the interchange of 

freight," | 

Is it your view or the view of your company 
that ey ae 156 which prevents you now from making’ 
interchange of goods with a truck -- if that is. a 
legal question and you prefer not to answer, 

A. I prefer not to answer that because I 
think it is certainly a matter of law and I will keep 
out of it. 

MR, MACDOUGALL: I think the point in section 
156 is it is not authorized. 

MR. HUME : But you will agree that it is not 
prohibited. 

MR. MACDOUGALL: No, but it is not authorized 

MR, HUME: And it is the view of the Canadian 
National that it should be expressly authorized? 

MR, MACDOUGALL: That is right. 

MR. HUME: @. Now, lastly, if you do not 
mind turning to page 53. Perhaps I am asking the 
wrong ee a I should be asking Mr. Dingle the 
question. 

A. Yes, you are away out of my line. Once 
again, if you 1#%ke to ask the question I will duek it 
£6.13 is eee ae my line. 

an All right, I think we will save time, 
You conclude your first paragraph by saying: 

" ye Always remembering that its basic 

interest is the provision of service through. 


the railway facilities, in which Canadian 
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ans aa (Hume ) 
1 
2 National has a very large capital investment.} 
3 That suggests to me when I read it that eithe 
4 the railways interest in trucking and truck integration 
5 is very secondary or you are going to use your truck 
6 actions and purchases and teas we get the 
7 traffic back on the rails. Does that mean anything 
8 other than that, your basic interest? 
2 A, I am sorry, I do not follow your question, 
10 Q, I was reading where you say where your basic 
11 interest lies using your railway facilities. 
12 MR, FRAWLEY: What is the page? 
13 MR, HUME: Page 03. That suggests to me that 
14 either the Canadian National interest in the trucking 
15 industry is a secondary one or that you are going to 
16 use your truck purchase and your truck integration and 
17 your own systems to try and get the traffic back on 

18 flange wheels rather than rubber tires? 
19 A, No, there are two factors in play 
20 here really as far as our trucking enterprises are 
21 concerned, We want to be able to offer a fully 
22 integrated service. Now, certain Lt is that any 
23 investment we have in the highways is going to be 
24 | relatively small as compared to our investment in 

! 

= rail facilities but this does not mean that we are 
26 going to try to move all the traffic on, as you say, 
27 flange wheels, We are going to try to offer such 
28 service as the shipping public of Canada wants whether 
29 it be by an integrated service or rail all the way or i 


30 some instances by truck ail the way. 
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ANGUS, STONEHOUSE & CO. LTD. 
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Rumour 


Q. Says your company recently 
purchased the East-West Transport which is a long haul 
operator, in trucking parlance. Does the East-West 
trucking solicitor go out and solicit freight in 
competition with the Canadian National freight solicitorpf 

A, Yes, he certainly does. 
Q. So this main emphasis of yours of getting 
the freight back on the rails does not manifest itself 
in any artificial restrictions or cut backs? 

A, There have been no restrictions at this 
time, no, 

Qe My last question is that in connection 
with the top of page 84 you talk about long aa short 
haul integration -- you do not phrase it quite that 
way and perhaps I should read you what you do say; 

"Canadian National plans to use both its 
rail and road services for long haul traffic 
as circumstances dictate and at the same time 
elosely integrate them for both long and short 
haul carriage when that type of service is 
what a customer requires." 

I just want to ask you what you mean by “long 
haul integration"? How are you integrating with | 
anything if you are hauling on a long haul, integrating 
both long and short haul? 


A. This could mean that, for instance, -. 


taking an example, you had some traffic 25 miles off 
that 
the railroad in eastern Quebec/wanted to go to Vancouvey. 


This could,by one definition of long haul integration, 
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pull that into the railhead and move it over on 
piggyback or by boxcar movement all the way. Another 
thing may be thai you would arrive at a place after 
a relatively short haul by rail and perhaps deliver it, 
say up to -- I am stuck for an example but to deliver i 
into northern Canada by, truck because there was no 
railway running in levee 

Qe On page S5 -- this is my last question, 
the last two words of the first complete sentence, 
you talk about stabilization of the transportation 
industry in Canada and the elimination of a number of 
uneconomic practices, What do you mean by “uneconomic 
practices"? 


A, May I read the whole thing? 
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TORONTO, ONTARIO (Hume ) 
1 

‘ Q. aeinepe I could put the quote on the 

record and your answer will be clearer: 

? "As the. pattern of fete trucking operae 

. tions in coordination with railway facili- 

: ties becomes established and recognized, 

/ Canadian National is convinced that it 

: will bring into being a very desirahie 

z stabilization of the transportation in 

“| Canada and Ne SIduifiation of a number 

i of uneconomic practices," 

- Ae I think I could only answer this in 

general: it would bethe ability or the hope in coordina- 

"| tion to use the strength of each arm; that is, the 

i strength of the rail and the strength of the truck. 

| In other words, just as an example more the less off 
os the top of my head, if you did get into a position 

7 where it would be cheaper to run a truck up rather 

19 | than to run a train or even a Budd- car or some small 
20| single operation on the dadttievhwe or twice a week, 

41/ that you would do it that way. | You have the benefit 
22} of the strength and the inherent advantages of both 
= arms to use when you have the coordinated service, 

24 | I have to speak generally. 

saa Q. Mr. Hart, we talked about East and West 
| Transport, which from my limited knowledge is an 
4 established trucking company purchased by your company 
ft that operates from central Canada out to the west: 

a it is in competition with a number of other inde- 


pendent companies in the same area? 
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A. Yes, aif. i 

Qo Do you see any danger to these independent 
trucking igonpanies by reason of the fact that if Bast 
West Transport did not make money or was run so that 
it didn't make money, that the deficit would be paid 
by the taxpayer as against the independent trucker who 
has to make money or go bankrupt? 

A. No, I see not the slightest -- that is 
suggesting in another way the CN is buying truck lines 
to put all trucks out of business, and this is the 
furthest from the possible truth, 

Qo No, I am not suggesting that. I want 
to know, this being the fact, do you see any danger to 
the independent truck operator by reason of the fact 
that East West cannot go out of business as long as 
you decide to use it -- you ean keep them running? 

A. There isn't the slightest eaenia 
bility of this at all. Those businesses will be run 
as an economic business in exactly the same way as 
we run any other business operation, The only reason 
we would be doing what you say is a fear in the mind 
of the independent trucker must always come in under 
the fear of the Machiavellian Be id of the C.N.R. to 
put somebody out of business for the purpose of putting 
them out of business, No, I don't see it as any 
ea aay at all. 

Qo I am not even suggesting any 
Machiavellian approach to it, t am suggesting it 


is just possible that in the year 1963 there may be 
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1 
2| business conditions so that the freight dries up on this 
3] run, but East West Transport Company will not go out 
4 of business, but tne rent of them would; that would be 
S| the fact, wouldn't it? 
6 A. No, it would not be the fact, because 
7 if there is no business for East West, it would dry up 
8 too, We are not going to run East West or anything 
9 else for the mere fact of running a service. 
10 Q. you wouldn't necessarily go bankrupt? 
mM A. C.N.R. wouldn't, no. 
ba Qe Nos East West Transport would not go 
A3 bankrupt? 
14 A. NO. 
15 COMMISSIONER BALCH: Mr, Chairman, could 
6 I ask a question, We have heard a suggestion that some 
i7| restrictions now placed in the way would be lightened. 
18) In the present various forms of competition, is there 
19 any chance of placing railways in a monopoly position 
20 | again if restrictions are taken off? 
| 
24 A. No, I don't see there is ever any possi- 
1 
| bility. The monopoly position, really, for the rall- 
23 | road grew out of one thing and one thing only: they owned 
a4 | the only right of way that was available for moving 
i traffic, and this possibility of monopoly disappeared 
26 | immediately that another type of right of way -- the 
27 highway -- appeared. So, with the great strength of 
28 the common carrier trucker and with the great strength 
29 and ease in and out of the private carrier -- you can 
30 


buy a truck very ¢asily and carry your own business. I 
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don't think there is any possibility of a monopoly 


situation developing. 


CROSS-EXAMINATION BY MR, MAURO: 


Qo Mr. Hart, would you turn to page 77 of 
your submission, "Use of Canadian Ports for Export 
Traffic." 

A. Yes. 

Q@. You are discussing there section 21 of 
the C.N.R. Act? 

A. Yes. 

Qo And that particular section which provides 
that the Canadian National shall ensure that export 
traffic consigned over its lines shall be exported 
through Canadian ports in cases when it controls the 
pouting, and the following paragreohs: 

"  . , to take the same action and to 
ensure that the rates for such traffic 
were no greater via Canadian ports 


than via United States ports. 


on that page, "The main contribution which Canadian 
National makes to this expression of national policy 

4s to handle traffic moving to the eastern seaboard 
through the ports of Saint John and Halifax which 

ealls for a haul of 300 to 475 miles over and above the 
distance between points in western and central Canada 
and Portland, Maine," 


We have worked out the mileages from Winnipeg, 


Morty ecm 


ve iH , ; 4 ee ne } ; Ny »? 


| othe 4o3) aoe Ret baie te. ae cr 


e a ee ee ae oe Cae eee ey Oy, eee ae hy “f 

Lae 3 ee 1 ie Pt >ar % a hy tant ee ee | AD Pua ae By %) ay fy ie a By ins am re Py " iy 
a ' ae - . 

ni s aay 

a PP v n 
DA ‘ 1 Hp, 

Fpees 't A ; 7 ‘ Ay 
<p H 

chm ; ¥ 7 


Bh. ‘ ' 
a, _ F 
; so oe Sr 
st = Nu a i 
fran 
; ; \ 
: A 4 
ie 1 oe i Fr fe ite wit ae eae y ; { [ ‘a r } 
1 J ) NM is. ; yh eg + mo bs 
,e is os a4 - ne tof Pee ele eee at tay (PB, i, * 3 
> | 
j i 1 } 
} f 
Pe pl % : ‘ 
j hie i ore 4 = t i ee: 4 Ke Se ee tee) 
i: , ae d aOR b. f ‘ +S ai idle 4 A Vy -, A ea 
i y 
t i 
~ ' J . 
i dy oP ae y ¢ i He ee 4 oA ag 2 iS vo, th 
i ‘a ; i f ee i Ree Aree 
i 
} 74 
¢ i ry ri q x aon * ‘ 
» > 4 s o i mut ? *, 
tee ioe Td ° { ee 6 : Ca i ao y it Lae ” iS Bit 
5 “ey 
io on ag 7 ‘ R ( 
~ i he 4 af Py 
7 vA ‘ iy i wy bpd , | 7 ete | fy wr 4 
L dy kia 7 oe ie ok: & heads Wis ue cain 109% wa 
i wl é 5) p : Yih 
— t 24 » 
é H i Pi r, 4 Pad dey es ba a pe an the bit ip ; 
2 a c i tay fe we oe ; 
’ ; ; i 
f j 
Te | ie | : | 
} Dene : gt een Te ty AR ee or Fr ee ae a ane \ " 
SR RS Menken ee AED 2 a aaa even ari Wa ere’: See Se 


=| ye 


Fx, a eae nF) » ie hs ¢ +0 rs * : a ? & yh By 


pet 


RO TIER sit Lien Dib onsy Para Pe On 


¥, 


ear siis. poste ert a adh OR 
Oe : Anise is 2a Pty 


a irae 


rans 


ars 2 a 


r 


ANGUS, STONEHOUSE & CO. LTD. ' Hart, creex 19791 
TORONTO, ONTARIO (Mauro ) 


Regina and Saskatoon to various ports in Canada. You 
might note these, and I will ask you a question, 

The mileage as we determined it from Winnipeg to 
Churchill is 977 miles. Regina to Churchill 840 
miles, Saskateon to Churchill 815 miles, 

Winnipeg to Vancouver 1,465 miles, Regina 
to Vancouver 1,108 miles. Saskatoon to Vancouver 
1,088 miles. 

Winnipeg to Portland, Maine, 1,649 miles. 
Regina to Portilanc, Maine, 2,005 miles. Saskatoon to 
Portland 2,119 miles, 

Winnipeg to the lakehead, Fort William-Port 
Arthur 420 miles. Regina to the lakehead 776 miles. 
Saskatoon to the lakehead 900 miles. 

Winnipeg to Halifax 1,967 miles. Regina to 
Halifax 2,323 miles. Saskatoon to Halifax 2,437 
miles, 

As you know, the Montreal-Halifax mileage 
is 840 as compared to Montreal-Portland 295? 

A. There is a little debate going on over 
here about your figures, but let us accept them subject 
to check, 

Qo We took them from your time tables, 

A. Well, this is probably the difference 
between passenger mileage and freight mileage, so let 
us accept them, with that. 

Qo You have stated here that this matter of 
Portland, Maine being competitive regarding western 


and central Canadian export commodities, and I was 
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wondering how Portland, Maine, is competitive with 
western Canadian exports via either Churchill, Port 
Arthur or YVaneouver? Is Portland, Maine, a competitive 
factor with these ports concerning western Canadian 
imports or exports? 

A. I presume, yes, that there is export 
traffic that comes in to Saint John and Halifax 
destined or originating in the west, 

Q « The C.N oR. has lines up to Churchill, 
Manitoba, and algo to Vancouver? 

A. Yes, 

Qe Ard also lines at Port Arthur and Fort 
William? | 

A. Yes. 

Qo Does the C.N.R. actively encourage the 
importand export of commodities from western Canada 
through the ports of either Vancouver or Churchill? 

A. There are two questions there, if I may 
split them up. As far as Vancouver is concerned -- 
actually, as far as both of them are concerned, Portland, 
Waine, versus the east coast ports is a unique situation 
The position that we are taking there is that as a 
commercial enterprise on export traffic from the 
break point which we have called roughly central 
Canada -- central and western Canada -- if we were 
just talking export traffic and looking at purely as 
a commercial operation, we would put it through Portland 
Maine, because we get the same amount of money for the 


shorter haul. Those situations do not pertain in 
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ANGUS, STONEHOUSE & CO. LTD. Hart, Cpeex 19793 
TORONTO, ONTARIO . 
(Maus } 


Now, to come along, yes, our people do try 


1 
“= western Canada, That is a unicue situation, 
: to sell both Vancouver and Churchill because as far 
S as the west is concerned, particularly if it is going 
: to go through 4 west coast port, it is to our advaritage 
7 that it either go through Prince Rupert or Vancouver 
$ because we are going to get our longest haul that way. 
? So, we do, both under direction and 4s 4 matter of 
10) natural, perhaps, acquisitiveness, try to get a long 
" haul through these ports. 
12/ As far as Churchill is concerned, yes, I think 
i we do to the best of our ability sell Churchill during 
| its relatively short shipping season, 
| Qo Do you quote rates from Winnipeg to 
16} Churchill that are competitive with the rates to 
_|l 
4 Montreal or to Portland? 
(13) A. That are competitive -- you mean that 
fe are the same? 
a Q o Yyes.-- and, I would assume lower. 
21 | 


| Winnipeg to Churchill is 977 miles and Winnipeg to 


a Montreal is 1,354? 


wr I haven't got that information but I 


al think we do, I would prefer to check that, Mr. Mauro 
"= perhaps tonight. 
26 Q@. Yes, I wish you would because I am going 
27 to suggest to you that on the contrary the Canadian 
28 National follows a deliberate policy of discouraging 
29| movement of commodities through the port of churchill 
i 
| 


and attempts to funnel most if not all of its traffic 
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ANGUS, STONEHOUSE & CO. LTD. Hart , CPoeC@xX 19794 
TORONTO, ONTARIO 
(Mauro ) 


2 through Montreal for the long haul from Montreal to 


3 western Canada? 


4 A. This is not so, 

5 

; MOTION BY MR, FOURNIER 

7 MR, FOURNIER: Mr. Chairman, before we 


8 adjourn I was wondering if the Commission would enter- 
9 tain a motion on the ruling that was issued as to the 
10 presentation of the submission of the Province of 


il Quebec on the 7th of December, I have been instructed 


to request the Commission to postpone this submission 


14 As you know, we have been working very hard 
IS 4n order to prepare this submission, and it must be 


"| to January, for the following reasons, 
| submitted to the Government of the Province before it 


4/) 4s aecepted and filed with the Commission and, of course, 


18 in order to be fair to all concerned this submission 

19| would have to be filed on or around the 25th of November, 
i and, ac this is the only submission to be heard on the 

21 | 7th of December, most of the parties will be present 


4Z| to cross-examine, 


23 | ; As to time, it is almost impossible for us 

: to file this submission which, as far as the Province 
of Quebec is concerned, as you may recall, is the first 
time the province has filed a submission, It is a 
basic one for all future purposes, and we have to be 
28 extremely careful in granting it, and also we would 


29 want other provinces to have the opportunity of cross- 


| examining in order to see the points of the Province of 
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ANGUS, STONEHOUSE & CO. LTD. Fournier (motion ) 19795 


TORONTO, ONTARIO 


Quebec, Hn 

For all these reasons, I would request and 
I file a motion for this submission to be presented 
in January . 

I should like you, if you prefer it, to 
reserve the motion before reaching a decision. 

We are almost facing an impossibility, and 
my instructions from my Government are to request this 
postponement, otherwise we are almost facing the 
obligation of having to tell the Commission that the 
Province of Quebéc will not file a submission. This is 
not our intention, but we have been working night and 
day on it, and it is this question of time, 

For all these reasons, and in order that all 
the other provinces and interested parties would be 
present to hear the submission, I would suggest, sir, 
and request, and therefore file, a motion that a ruling 
should be issued that this submission be heard some 
time in January, because we are almost facing an im- 
possibility. 

THE CHATRMAN: Well, Mr. Fournier, we will 
reserve the motion, bus I can tell you that our ambition 
has been to finish up everything by way of public hearing 
by Christmas, and the only reason anybody is being heard 


i 


n January is because of this most complex problem of 
costing of grain, and in order that there be fairness 
to witnesses already called. Now, we will consider 
your motion but we don't want to hear any additional 


work in January unless we consider it absolutely 
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ANGUS, STONEHOUSE & CO. LTD. Fournier (motion ) 19796 


TORONTO, ONTARIO 


necessary. We will advise you tomorrow, | 

MR. SINCLAIR: Mr, Chairman, on behalf of 
Canadian Pacific I would like to say that I can under- 
stand the position quite well of my learned friend and 
of his Government in view of the situation he is faced 
with, and certainly we do not wish to put any 
additional burdens on the Commission or extend the 
time of the Commission's hearings, but on behalf of 
Canadian Pacific I would like to support Mr, Fournier 

in the request he has made to you, 

MR, PRAWLEY: Mr. Chairman, I would like to 
say on behalf of Alberta only thiss I was struck by 
My, Fournier making a statement that because of the 
situation eon hich his Government found itself the 
result might be,\if he were not allowed to put it 
in in January, that he would not present the brief 
at all. Speaking for Alberts, i would regret that. 
it is the first time Quebec has come before these 
commissions to make a submission, and Alberta would 

regret that Quebec would not make a submission for 
whatever reason, and so I associate mys@lf gladly with 
Me, Sinclair by indicating that I support the motion, 

MR. McDONALD: Mr, Chairman, I want to say 
a word on behalf of Canadian Nationaks I would regret 
anything that would happen to prevent the Province of 
Quebec putting in their submission before you. 

MR, MAURO: Mr, Chairman, so that the record 
is complete, the Province of Manitoba has no objection, 


THE CHATRMANs Well, this is really a 
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ANGUS, STONEHOUSE & CO. LTD. Fournier (motion ) TO eT 


TORONTO, ONTARIO 


Camp David admosphere, 


3 We will reserve it, Mr. Fournier, 


5 ---Ad journment. 
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